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Hottest flame ever produced by man 


A FLAME with temperature up to 6000° F.—hot enough to 
melt the hardest steel . . . that’s what happens when acety- 
lene gas teams up with oxygen. 

This acetylene-oxygen pair speeds the cutting and weld- 
ing of metals that go into buildings, bridges and ships. 

But that is only one of the many contributions of the 
remarkably “friendly” acetylene. This gas has a wonderful 
eagerness to combine with other materials . . . and such 
unions can create an amazing variety of chemicals and 


other products. 


Here are just a few of the many familiar products based 
on acetylene and its derivatives . . . cleaning fluid and nail 
polish, oil and heat resistant “rubber” gloves, DDT, plastic 


dishes and acetate fabrics. And if your head is beginning to 


ache now, just reach for an aspirin, which is really acetyl- 
salicylic acid. 

The people of Union Carbide pioneered in giving the 
world acetylene—its products and the equipment for its most 
efficient use. Today they pioneer in the development and 
production of many better materials. . . for the use of science 
and industry. 

FREE: /f vou would like to know more about many 
of the things you use every day, send for the illustrated 
booklet ** Products and Processes.” It tells how science 


and industry use UCC’s Alloys, Chemicals, Carbons, 
Gases, and Plastics. Wi rite for free booklet D, 


Union CARBIDE 


AND CARBON CORPORATION 


30 EAST 42ND STREET NEW YORK 17, N. ¥. 


Trade-marked Products of Divisions and Units include 


PREST-O-LITE Acetylene « SYNTHETIC ORGANIC CHEMICALS e LINDE Oxygen e PYROFAX Gas 


BAKELITE, KRENE, VINYLITE Plastics « NATIONAL Carbons 


EVEREADY Flashlights and Batteries « ACHESON Electrodes 


PRESTONE and TREK Anti-Freezes ¢ ELECTROMET Alloys and Metals e HAYNES STELLITE Alloys 
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Southern California 
Edison Company 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 4 


CUMULATIVE PREFERRED STOCK 

4.88% SERIES 

DIVIDEND NO. 13 
The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

2514 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

3014 cents per share on the 
Cumulative Preferred Stock, 
4.88% Series. 

The above dividends are pay- 
able February 28,1951, to stock- 
holders of record February 5, 
1951. Checks will be mailed 
from the Company's office in 
Los Angeles, February 28,1951. 

P.C. HALE, Treasurer 


January 19, 1951 


























Notice to Shareholders of 
Imperial Oil Limited 


Effective February 1, 1951, Bankers Trust 
Company, 16 Wall Street, New York 15, 
N. Y., have been appointed co-transfer 
agents for all transfer services respecting 
the capital stock of the Company. Accord- 
ingly, effective that date, shares for trans- 
fer—both registered and in bearer share 
warrant form—may be presented for trans- 
fer either to the Secretary’s Department 
of the Company, 56 Church Street, Toronto 
1, Canada, as in the past, or to the 
Bankers Trust Company, 16 Wall Street, 
New York 15, N. Y. 
Dated at Toronto, Ontario, this 17th day 
of January, 1951. By Order of the Board. 
COLIN D. CRICHTON 
General Secretary 














>) COLUMBIAN 
CARBON COMPANY 


One-Hundred and Seventeenth 
Consecutive Quarterly Dividend 
A quarterly dividend of 50 cents per 
share will be paid March 10, 1951 to 
stockholders of record February 15, 
1951, at 3 P.M. 

LYLE L. SHEPARD 


reasurer 








DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors has 
today declared a quarterly 
cash dividend of 75 cents 
per share on the common 
stock of this Company, pay- 
able Mar.5, 1951, to stock- 
holders of record at close 
of business Jan. 23, 1951. 


F. T. HOPP, 
January 9, 1951 Secretary 
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“Six National machines 


, Save 


us *30000 a year" 


__ AMERICAN ‘AIRLINES 


* i ue. Hs 


"This new 
Accounting Machine 
is as modern as 


our newest planes." 


American Airlines says: 


“The six National Accounting Machines we 


THE NEW “’CLASS 31” MULTIPLE-DUTY NATIONAL ACCOUNTING MACHINE 


recently purchased from you have saved us about 
$2,500 a month—or $30,000 a year. 

“We find them as modern for today’s account- 
ing as our latest planes are for today’s flying. 
Our improved billing is much appreciated by 
our customers. Collection efficiency has been 
increased. 

“When first installed we figured this National 
equipment would pay for itself in two years. But 
at the present rate of saving it will pay for itself 
in less than a year. 

“In these days getting more work done better 
and faster... and at lower cost... is quite an 
achievement. We thank you and your rep- 
resentative for a fine job, splendidly done.” 


Wor [bbgen 


Vice President 
and Treasurer 


is the last word in mechanized 
accounting. Never before has one 
accounting machine combined so 
many time-and-money-saving fea- 
tures. Among its many advantages 
are: 1. Automatic selection and 
control of more than 70 functions 
by arrangement of posting control 
bars. 2. Simultaneously adds and 


Ask your nearest National 
representative to demonstrate 
the amazing “Class 31”’ today. 
Or write us at Dayton 9, Ohio. 


THE NATIONAL CASH REGISTER COMPANY 


THE 


subtracts, or transfers balances into 
any combination of totals. 3. In- 
stant, positive correction in one 
operation of amounts entered in 
error in any combination of totals. 
4. Electrified typewriter keyboard 
permits description wherever de- 
sired. 5. Fluid-drive carriage travels 
in either direction at uniform speed. 
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The Trend of Events 


DISSENT .. . Secretary of the Treasury John Snyder 
is quoted as recently having told a Nashville, Tenn., 
audience that Americans should refrain from “‘specu- 
lative investment” during this time of defense spend- 
ing. This statement was followed, shortly after it 
was made, by an increase in margin requirements 
to 75% from 50° by the Federal Reserve Board. 
We view the latter as essentially a corollary move 
in the anti-inflation fight, made not because of any 
great necessity at this time but mainly in the interest 
of consistency. And we feel constrained to view Mr. 
Snyder’s advice as rather strange. 

The Treasury of course is confronted with a tough 
financing and refunding problem and it is under- 
standable that it would like to have greatest possible 
public cooperation and participation. It deserves it, 
and in the national interest, should have it. But this 
hardly justifies Mr. Snyder’s strictures against “spec- 
ulative investment.” After all, the shares of even our 
best industrial corporations come under the classi- 
fication of speculative investments. Yet these com- 
panies are the backbone of our private enterprise 
system, representing the primary strength of the 
nation on which we presently rely so much for suc- 
cess in our preparedness drive, 


not own corporate stocks. But thousands have found 
them to be profitable investments over the years. We 
understand that the Treasury would like to place Gov- 
ernment bonds at the top of the people’s investment 
lists, despite the relatively poor showing all bonds 
have made in recent inflationary years. And every- 
one, to be sure, should own Government bonds. The 
Government is entitled to the financial support of the 
people. 

But it seems to us it goes too far to urge the public 
to invest in them to the exclusion of corporate shares. 
Were the public to take that advice, were it to stop 
investing in American industry, the road would lead 
directly to socialism. We have every reason to doubt 
that this is Mr. Snyder’s goal. At any rate, it would 
make little sense to engage in war to defend our 
way of life, and risk losing it by default because we 
are unwilling to support it at home. 

REFUNDING E BONDS... With more than one billion: 
dollars of Series E savings bonds maturing this year 
and much greater amounts, altogether some $20 bil- 
lion, coming due in the next four years, the Treasury 
has announced the terms which are to be offered these 
bondholders who wish to retain their investment. 
They are encouraged to do so, 





and indeed for survival. These 


and Secretary Snyder has pre- 








corporations need the public’s 
funds and savings for expan- 
sion and working capital, and 
the public in these days is get- 
ting a handsome return in 
most cases. Why then, should 
Mr. Snyder urge it to shun 
their securities? 

Naturally those who cannot 
afford to take some risk should 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








sented a refunding plan in the 
form of three options among 
which bondholders may choose. 
One is redemption on matur- 
ity. The second option is that 
the bond may be extended for 
ten years, bearing interest at 
214% for the first 714 years 
and a total of 2.9°% if held to 
final maturity. The third choice 





| BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: : 1907—“‘Over Forty-three Years of Service’—1951 








JANUARY 27, 1951 


427 








is exchange into a Series G bond which bears the 
annual rate of 214%, payable semi-annually. 

Secretary Snyder holds these refunding terms as 
in the best interest of both the Government and the 
bondholders. Of particular interest to many bond- 
holders will be the proposal that the payment of 
taxes on the interest on these bonds may be post- 
poned to maturity. Since interest on E bonds is fully 
taxable, this may well be a major consideration to 
holders concerned about the high personal income 
tax rates currently applicable. 

The success of the offer depends of course entirely 
on what E bondholders think of it. The offer essen- 
tially constitutes a middle-of-the-road course, avoid- 
ing the two extremes, suggested by various quarters, 
of raising interest rates sharply or depressing them 
unduly. Yet by and large, the Treasury offer has the 
merit of keeping the interest service on the national 
debt as low as possible. 

The Treasury dilemma is obvious. Unless holders 
in substantial numbers decide to accept extension or 
exchange, and rather cash their bonds, it will create 
a serious financing problem at a time when deficit 
financing threatens anyhow. At the same time, it 
may encourage freer spending by the bondholders at 
a time when supplies of consumer goods are con- 
tracting. The best way to encourage large scale re- 
tention of E bonds would be a determined anti-infla- 
tion policy that holds promise that the dollar’s pur- 
chasing power will be stabilized, that bondholders, in 
other words, will not lose by long term retention of 
their bond investments. It would help to solve this 
problem if Congress will take to heart President 
Truman’s admonition that strict economy in non- 
defense spending is required. 

For the same reason, that is, in the interest of 
maintaining and stimulating confidence in Govern- 
ment bonds, we view dimly the talk about forced sav- 
ings as an anti-inflation weapon. The idea is to bottle 
up buying power during the period of shortages and 
free it later when it might be needed as an economic 
stimulation. It would be done by forced investment 
of a certain percentage of wages and salaries in non- 
cashable government bonds for the duration. For- 
tunately action on any such plan seems extremely 
doubtful. Forced buying of bonds more likely than 
not is apt to weaken confidence in Government securi- 
ties. What is needed is to strengthen it. We have 
said that this can best be done by vigorous anti- 
inflation action, but forced savings, while anti-infla- 
tionary, is not the best approach. 


SENSIBLE... Charles E. Wilson, Director of the Office 
of Defense Mobilization, told Congress that our pre- 
paredness program should produce all the materials 
and equipment needed for training the armed forces 
and for fighting the first year of a full-scale war. 
He asserted that by pushing the industrial production 
curve upward at the fastest possible clip, we shall 
have so built our plant, and possess a full year’s sup- 
plies, that we could fight any war from our produc- 
tion lines. 

In setting these targets, Mr. Wilson warned that 
it would be “foolhardy” to stockpile enough to meet 
the continuing requirements of a major war. If war 
didn’t come and production then had to be cut back, 
a difficult situation would arise. “I wouldn’t want to 


be around then,” Mr. Wilson stated, referring no 
doubt to the terrific impact of such a major cutback. 

We think Mr. Wilson’s attitude in this matter is 
eminently sensible. While in following his advice, 
we would lose nothing in the way of preparedness, 
we would at the same time assure the basic soundness 
of our economy. After all, we may be forced to live 
in a state of mobilization for a long time and this 
being so, maximum industrial preparedness plus im- 
mediate military striking power is preferable to a 
bulging storehouse of weapons that may never be 
used, and which may rapidly become obsolete. The 
final decision is naturally up to the military and those 
who shape our policies. In no small degree it is up 
to future actions of those who threaten our security. 
But from the standpoint of safeguarding our econ- 
omy, it is a thought worthy of thorough consideration. 


THE LOSS OF GOLD... This country has lost some 
$1.5 billion in gold to foreign nations during the last 
half of 1950, or more than 6% of our monetary stock 
at the beginning of the period. There is nothing to 
worry about this, for there is no question about the 
adequacy of our gold reserve which still exceeds $22.5 
billion or well over 60% of the reported monetary 
gold reserves of all countries outside Russia. 

Yet the experience demonstrates that we can lose 
gold at a surprisingly fast rate when our normally 
favorable trade balance disappears while large 
amounts of dollars flow abroad as loans, gifts, or in- 
vestments. Some of the gold loss may have been due 
to concern abroad over the status of the dollar, but 
this could hardly have been a major consideration. If 
it had been, our gold losses would probably have been 
far bigger, and even faster. Actually dollar assets 
owned abroad increased substantially at the very time 
that foreign central banks were acquiring large 
amounts of gold from the United States. In the space 
of a year, such assets by foreign countries expanded 
by almost $2 billion while their gold holdings rose 
by $1.6 billion. 

Our gold loss nevertheless calls attention to the 
need for reappraising our international economic 
position during the period of rearmament. Since acute 
dollar shortages abroad no longer exist, foreign aid 
programs should be re-examined critically. Conceiv- 
ably, European rearmament, if undertaken on a suf- 
ficient scale, will check the improvement in the trade 
position of ERP countries (which benefitted measur- 
ably not only from ECA aid but from our own re- 
armament), and may eventually reverse the gold 
flow. Yet it might be a good thing if more considera- 
tion is given in the future to the impact of economic 
policies upon our gold position. 


ECONOMY—WASHINGTON STYLE... Elsewhere in 
this issue, in an analysis of President Truman’s de- 
fense program, mention is made of the President’s 
professed determination to exercise rigid Federal 
economy. At least some Government departments, it 
seems, are not yet imbued with the proper economy 
spirit, however. Thus according to the monthly bul- 
letin of the Chamber of Commerce of the United 
States, the Department of the Interior has spent 
much of its time and taxpayer’s money in recent 
months on intensive research which has resulted in 
publications like Racoons (Please turn to page 468) 
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TESS RTO 3 


BY ROBERT GUISE 


FOOT-DRAGGING NEHRU—WHAT’S HIS GAME? 


+ the vital matter of United Nations policy 
towards Red China, India and more specifically that 
country’s Prime Minister Nehru has so consistently 
hindered and kept aloof from American efforts to 
balk communist aggression in Asia that the question 
arises what kind of a game Nehru is really up to. He 
has been suspected of fronting for Britain in support 
of the latter country’s 
peculiar policy towards 
Red China. He has been 
described as either 
afraid of communism to 
the point of being will- 
ing to surrender ab- 
jectly to it, or as jockey- 
ing for some interna- 
tional advantage in Asia 
not yet apparent. What- 
ever it is, Nehru’s atti- 
tude has not only put 
our own diplomacy to a 
severe test, but again 
and again thwarted it— 
and the end seems not 
yet. 

In the light of latest 
developments in Korea, 
it seems more and more 
that the situation there 
need no longer immedi- 
ately be resolved from a 
military standpoint but 
that a showdown is 
foremost needed on the 
political side. Such a 
showdown was implicit 
in the U.N. cease-fire 
proposal, just rejected 
in arrogant and insult- 
ing fashion by the Chi- 
nese Reds, leaving the only conclusion that they do 
not want a settlement. It also leaves the U.N. badly 
split on the question what to do next. 

Our own Government is pressing the issue of 
China’s guilt to an immediate vote. There are even 
reports from London that Britain is reviewing her 
policies towards Communist China with a view to 
possible revision to meet the United States at least 
half way in its demand for stronger action against 
Peiping. But immediately one hears the usual res- 
ervations—that Britain is still reluctant to break off 
diplomatic relations with China—but is less reluc- 
tant to examine the question of economic sanctions 
so long as these are supported by India, Pakistan 
and Ceylon. If India especially should refuse, the re- 
port goes, a policy of sanctions would be defeated, 
and already there is doubt about India’s support in 
view of the position taken by Prime Minister Nehru. 

What all this boils down to is that India and the 
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Apologies to Loring in 


nations usually lining up with her have become the 
key factor in U.N. decisions, seem to have virtually 
captured that body and are frustrating any effective 
action against aggressor-China while this country 
right along is bringing heavy sacrifices in blood and 
money in resisting the communists in Korea. The 
record is quite clear as everyone can see. 

Right from the start, 
India delayed agreeing 
to the latest cease-fire 
proposal because Nehru 
felt that India would 
then be under moral ob- 
ligations for condemna- 
tion of China if the 
cease-fire project were 
rejected. It was reject- 
ed, and what is Nehru 
doing? He immediately 
warns that any such 
condemnation would be 
“dangerous” since it 
would “bolt and bar the 
door to a peaceful set- 


tlement” in the Far 
East. 
Nehru, in other 


words, is still dragging 
his feet and refuses to 
cooperate in the U.N. 
Instead, he renews his 
criticism of American 
policy towards China 
and of French policy 
towards Indo-China, 
and pleads the cause of 
diplomatic recognition 
of Peiping. He even 
goes as far as urging 
serious consideration of 
Peiping’s reply to the U.N. cease-fire proposal. 

Meanwhile he seems perfectly willing to let the 
war in Korea drag on, or to abandon the Korean 
population to massacre at the hands of the Red Chi- 
nese. He seems oblivious of China’s guilt and Soviet 
Russia’s co-guilt, just as he seems oblivious of the 
fact that to accept peace at any price is not the con- 
cept on which the U.N. was founded. Nor was it 
established to condone or reward aggression. Unfor- 
tunately, in respect to U.N. China policy, Nehru has 
the support—direct or indirect—of some of our allies 
such as Britain and France which doesn’t make mat- 
ters any easier for our own diplomacy. We should 
nevertheless remain adamant in our stand and move 
towards more positive steps. 

This country has supported the latest cease-fire 
proposal only because other countries insisted that it 
was a last chance and that, unless this was done, 
there could not be a (Please turn to page 480) 
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Balance Sheet of Market Factors 


At the highest level in many years, the market is still inclined to emphasize the bright side. 


to minimize adverse factors and contingencies. Growing public speculation has been tending 


progressively to weaken the technical position. Pending a correction of some scope. the 


general rule of deferring any over-all expansion in stock holdings remains valid. 


By A. T. MILLER 


im market advanced further within the 
last fortnight, again carrying the daily industrial 
and rail averages to new highs for the 1949-1951 
cycle before prices receded moderately under profit- 
taking sales, and less aggressive demand, nearing the 
end of last week. Utilities edged up to the best recov- 
ery level of the post-Korea period, although their 
late December and early January pace has flattened 
markedly for some days, as investors weighed the 
possible consequences of the coming further boost in 
corporate taxes. As we go to press, the market is 
somewhat easier. 

The performance remains selective, with continu- 
ing emphatic preference for stocks regarded as being 
relatively favored in a high-tax semi-war or war 


economy; and with many others remaining either 
largely static or managing to advance comparatively 
little. As compared with earlier phases of the rise, 
there is also a much increased preference for low- 
priced stocks in general, as well as a considerably 
larger average daily volume of transactions. Clearly, 
the so-called “general public’”—which never gets ex- 
cited about a bull market until it has run a long time 
and stock prices are far removed from bargain- 
counter levels—is now quite optimistic about the out- 
look for equities. 


Response to Recent News 


The announcement of the boost in margin require- 
ments from 50% to 75° was taken in 





avo DEMAND FOR STOCKS 
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AT RISING PRICES 





320 
300 
280 7 
260 


avo 


an0 AS INDICATED BY T DECLINING PRICES 


Wl boc unctEASURING MARKET SUPPORT SS 


CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS® 


— THE MAGAZINE OF WALL STREET—1909 






MEASURING INVESTMENT AND SPECULATIVE DEMAND 


stride, as it logically should have been. 
In the first place, having been in the 
rumor stage for some time, the move 
was no surprise. In the second place, 
this is predominantly a cash-financed 
market. Neither this one nor a later fur- 
ther boost in margins to 100% —if stock 
prices and speculative tendencies go sig- 
nificantly further meanwhile—is likely to 
end the bull market by themselves. One 
thing to remember, however, is that 
margin boosts come in advanced phases 
of bull markets—precisely as does in- 
creasing public speculation—and that the 
final one generally comes when a bull 
market is around or fairly close to its 
peak anyway. That was so of the 100% 
margins imposed in January, 1946. In 
that round-about way, they can have 
some prophetic significance. 

There was a small two-day retreat in 
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M.WS.'100 | ea ” the averages following official word that 

230 a ew LOW PRICED STOCKS Yee?” “Ss action on a general price freeze—to be 
SCALE AT LEFT o followed by “looser control’ of wages— 

a SPECULATIVE DEMAND =|” ia is near. This probably was a norma] 
| on technical correction, for which the price- 
ey OF ! m ee 105 freeze news served more as coincidental 
| M.W.S. 100 HIGH: excuse than as cause. Otherwise, it 

we % | f | _ PRICED STOCKS | would have gained some momentum by 
ne | “eed. 04? INVESTMENT DEMAND the end of last week, whereas the re- 

; Lf | wee wen | verse was so. Unlike the margin boost, a 

90 See ~ 95 price freeze is a matter of importance, 
Cee Ce 8 tt A ee eS Se and it is on the unfavorable side. Over a 
NOV. DEC. JAN. period of time, more companies will be 


hurt by it than will be aided. But this is 
only one of many pro and con invest- 
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ment considerations, not 
decisive in itself, as is sug- 
gested by the fact that we 
had the 1942-1946 bull |!%°) 
market regardless of OPA 

180 
control. Moreover, the 
present mood of the mar- |! 7° 
ket is to minimize all of | ;¢o 
the less pleasant probabili- 
ties and potentialities, es- a 
pecially if they are any | 
distance at all ahead. avo 

The chief arguments for 
the bullish point of view 
are as follows: First, as- 
surance of high economic 
activity, as a result of the 
arms program, for at least | g5 
two or three vears, per- 
haps longer. Second, a 
more or less inflationary 
prospect, both current and 
long-term. Third, high cur- 
rent corporate earnings 
and dividends. Fourth, ap- 
parently conservative 
price-earnings ratios, and 
generous yields, as meas- 
ured from the historical 
perspective. Fifth, a satis- 
factory 1951 profit and 
dividend outlook, at least 
on the basis of present 
taxes. Sixth, much more 
trust-fund demand for 
equities than formerly. 
Seventh, prospects for a 
firm bond market under 
the cheap-money policy. Eighth, measured by the 
relative position of low-price stocks, speculation has 
not yet reached the extremes of excess seen around 
most past major market peaks. Ninth, with proper 
allowance for the depreciation of the dollar, average 
stock prices are not nearly as high in the historical 
range as they seem to be. 

On a longer-term perspective, the validity of most 
of these arguments—although some are subject to 
qualification — could be conceded, without proving 
anything for an aggressive general buying policy at 
the present time. Those were the bull arguments last 
July, and last week—but last week the industrial 
average was 50 points higher than at the July reac- 
tion low. A rising market discounts the favorable 
factors more and more, while ignoring the less fa- 
vorable factors and contingencies, thus steadily in- 
creasing the chances for a sizable intermediate cor- 
rection. From a practical point of view, it might 
suffice to say that the summation of bull arguments 
is 50 points weaker than it was in mid-July and 20 
points weaker than at the pre-Korea June high. 
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The Case for Medium-Term Caution 


Indicated monthly orders for arms in the first half 
of 1951 will be one-tenth of the latest monthly total 
of orders booked in the manufacturing industries. 
Since the activity is so largely civilian, spurred by 
psychological, anticipatory influences, it is not guar- 
anteed against fluctuation within the first half. In- 
flation ‘“‘sentiment” could easily be over-done. Bar- 
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ring global war, Federal spending may not reach the 
budgeted total of $71 billion in the next fiscal year 
and taxes may be upped $10 billion or so to a total 
of around $65 billion. Allowing for the unbudgeted 
Social Security revenue and for non-inflationary 
bond financing, the actual expansion of total money 
supply by June 30, 1952, could easily be slight, if not 
nil. If there is global war, many things would be 
different—but the stock market, if caught in a bullish 
mood at the time, would react sharply. 

Due to tax uncertainty, nobody can forecast 1951 
earnings. To a lesser extent, that also applies to divi- 
dends, particularly since so large a percentage of any 
year’s total depends on the year-end extras. This 
limits the real “bullishness” of low price-earnings 
ratios and high yields, as calculated on record 1950 
earnings and dividends. Moreover, regardless of sub- 
stantial fluctuation, we are probably in a long era of 
generally low price-earnings ratios and generally 
high yields—certainly so as compared with these re- 
lationships at market highs such as those of 1929, 
1937 and 1946—to allow for the fundamental uncer- 
tainties of these times. We have neither global war 
nor peace; and what the future holds with respect to 
either, nobody can see. Even without global war, we 
face a long Federal regimentation of the economy 
and unprecedented taxes. It is hard to see how all of 
this can imply other than a long-term weakening, in 
some degree, of the institution of private enterprise, 
and a further enlargement of the role of Government. 

Given a vulnerable technical position, or any im- 
(See tables on page 432 and please turn to page 468) 
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(Including price adjustments and all but minor percentage changes) 


1950 PRICE MOVEMENTS AMONG THE 325 COMPONENT ISSUES OF THE 
MAGAZINE OF WALL STREET COMBINED STOCK AVERAGES 





Adams Express .. 
Air Reduction ...... 


Allied Stores ............ 
Allis-Chalmers Mfg. 
Amer. Airlines 

Amer. Car & Foundry 
Amer. Crystal Sugar 
Amer. & For. Power 
Amer. International 
Amer. Woolen ..... 
Anaconda Copper 
Armco Steel ... 

Avco Mfg. 

Borg Warner . 
Braniff Airways 
Bucyrus Erie 

Budd Co. 

Callahan Zinc 

Canada Dry Ginger Ale 
Canadian Pacific ..... 
Caterpillar Tractor 
Chesapeake & Ohio 
Chicago & Nor. West. 
Chrysler ; 
Colgate-Palm. Peet 
Commercial Solvents 
Cons. Copper 

Consol. Edison ....... 
Consol. Vultee . 
Cont. Motors 

Crown Zellerbach 
Crucible Steel 

Deere & Co. 
Delaware & Hudson 
Distillers Corp. Seagrams 
Douglas Aircraft 
Electric Boat 

Erie R. R. 

Foster Wheeler 
Freeport Sulphur 

Gar Wood 

General Cable 
General Motors 
General Public Util. . 
General Realty & Util 
Gimble Bros. 
Graham Paige Motors .... 


Houston Oil 

Hupp Corp. 

Illinois Central 
Inspiration Cons. Copper 
International Paper 
Kroger Co. 

Lehigh Coal & Nav... 
Lehigh Valley Coal 
Lehman Corp. 

Marine Midland 
Murray Corp. 
National Dairy Prod. 
Omnibus 

Owens Ill. Glass 
Pacific Tin Consol. 
Panhandle Prod. & Ref. 
Patino Mines 

Penna. Pr. & Lt. 

Phila. Reading C. & I. 
Proctor & Gamble 
Republic Aviation 
Rexall Drug 

Richfield Oil 
Safeway Stores 

St. Joseph Lead 
Seaboard Air Line 
Sharp & Dohme 





Alleg. Lud. Steel ... ee 


Houdaille Hershey ............. 
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18% 
27% 
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7% 
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39% 
55 
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1950 
Low 
18 
202 
21% 
32'2 
28% 
9% 
22 
17% 
2% 
13 
21% 
27% 
26% 
5% 


7% 
15% 
1256 

1% 

8% 
135% 
32% 
25 
iB 
62/2 
37% 
1558 

3% 
26% 

10% 

5% 
272 
1636 
3814 
2958 
17 
69% 
16 
1056 
27% 
56 
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43% 
14% 


1358 
158 
10% 
382 
1% 
34% 
12% 
33% 
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8's 
15 
36 
10% 
57% 

2% 

5% 

9% 
21% 
115¢ 


5% 


37% 
26% 
34 
20 
33 


1950 
Last 
25% 
272 
45% 
42% 
43% 
13% 
34 
25% 
3 
16% 
45 
40% 
45% 
7% 
602 
12% 
21% 
16% 
3% 
11% 
22 
53% 
34% 
21% 
68% 
4612 
22% 
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30 
17% 
9 
482 
34 
57 
443% 
282 
952 
20% 
19% 
46% 
80 
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9% 
46% 
17 
8% 
20% 
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13% 
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3% 
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20% 
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13% 
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5% 
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17% 
2434 
16% 
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16% 
7% 
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49% 
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STOCKS SHOWING ADVANCES 


—__—Full Year. 


Net 
Change 
PLUS 
2% 
4% 
24% 
9 
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3% 
8 
7% 
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1 
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17% 
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3 
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1 
6% 
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Percentage 
Change 
PLUS % 

12 
20 
113 
26 
32 
39 
31 
39 
16 
6 
61 
41 
60 
29 
3 
57 
16 
25 
58 
9 
43 
50 
20 
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2 
8 
9 
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55 
66 
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48 
47 
57 
31 
19 
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41 
34 
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25 
29 
3 
15 
32 
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1 
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47 
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25 
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41 
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18 
34 
15 
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——_—Full Year. 
Net Percentage 
1950 1950 Change Change 
Low Last PLUS PLUS % 
SHO MMIDIN . .:20sstc a escianaienss 6% 10% 4% 62 
Sparks Withington 4\2 6% 1% 32 
Stand. Steel Spring ............ 26 18% 22% 1% 8 
Stokley-Van Camp. .............. 18 10% 162 4 32 
Swift & Co. 3, 33% 37% 2 5 
Symington Gould................. 10% 5% 9% 3% 63 
Texas Gulf Sulphur .............. 2458 15% 24 7% 47 
Texas Pacific Land Trust........ 892 53 81% 27% 51 
Timken Detroit Axle ............ 20% 1358 192 4M% 26 
TYAMEEINDTICD. ...-20005-0500000000000 19% 14% 19% 3 18 
Trans Wrold Airlines ............ 25% 15% 23% 6% 39 
BPICONES GOMD. -......0:.-000-0050-s 11% 8% 10% 1% 19 
United Air inies ................ . 24% 13% 23 9% 70 
Ba ees RNR: soos eves caso bsvanes 18 14% 175 2% 14 
EAN aIRIT AVOID ido y ose cs2-0esacnceaese 297% 15% 29 10% 60 
Webster Tobacco 8 > 7% % 26 
Western Union Tel. .............. 44 195 40 17% 78 
Westinghouse Air Brake ...... 3312 24% 32% 7% 28 
Westinghouse Electric ..... 36 29% 34% 1% 6 
West Penn. Elec. 27% 21% 27% 3% 13 
White Motor 28% 15% 2738 1 68 
Willys Overland 11% 5% 11% 6 109 
Worthington Pump .......... 26 16% 25% 7% 43 
Tonio Proaucts. ......0.<560..000555 6% 3% 5 % VW 
STOCKS SHOWING DECLINES OR NO CHANGE 
Full Year. 
Net Percentage 
1950 1950 1950 Change —- Change 
High Low Last PLUS PLUS % 
Allied Mills 30% 26% 2858 % 3 
American Can 12036 90% 93% 13% 12 
American Home Products...... 34% 27 3056 l% 3 
American Machine & Foundry 17% 12% 14% % 6 
Amer. Power & Light............ 22% 12 16% Boats 
Amer. Tobacco 76' 62% 64% 9% 13 
Best Foods 395% 31% 35% % 1 
Borden Co. 51% 45 50% 5 1 
Certainteed .. 18% 1158 14 2 12 
C. |. T. Financial 681 41% 43% 15 25 
Coca-Cola 165 112% =6116 50 30 
Columbia Gas 14% 11 12% ae xe 
Commercial Credit .... 67% 4314 46% 13% 23 
Commonwealth Edison . 33% 26% 27% 2% 9 
Container Corp. ...... 32'2 28 31% pos : 
Continental Baking 19% 145% a7 % 2 
Continental Can . 41% 30% 32% 4% 11 
Continental Insurance . . 78% 50" 70% 7% 9 
Corn Products . 72% 62 68% 3% 5 
Dome Mints .... 17% 11’ 14/2 2M% i 
Equitable Office Bldg. . 7% 6 6% % 1 
Florida Power 205% 16 17% % 6 
General Foods 51% 44, 4556 2% 7 
General Motors 5434 43% 46% aa 
Homestake Mining 47% 31 34% 12% 26 
Johns-Manville 51% 3614 47% 2% 4 
Laclede Gas . aS 7% 6 7% % 5 
Libby Owens Ford Glass we. 39% 3056 31% : 
Loews ; . 18% 14% 155 1% 8 
Lone Star Cement 81 60% 74% % 1 
Rarlord (PS) ciccccse 28 22% 24% 2% 9 
National Biscuit . 39% 31% 3256 6% 17 
National Can ...... 8% 5% (ye oe 
National Gypsum 2258 15 17 2% 11 
North Amer. Co. 215% 15% 17% 1% 7 
Otis Elevator ............ ... 42% 30 36 4% 10 
PUNCOMGONDs n5.52-.200520>-> 23% 20 21 ae Pek 
Philip Morris ............ 587% 46 52% M% q 
Proctor & Gamble .. 71% 56 70% me 2a 
Public Serv. Elec. & Gas. 262 20% 21% 4% 16 
Republic Pictures ...... 5% 3 3% % 16 
Stone & Webster .. 237% 16% 19 2% 10 
Studebaker ........... 26% 254 27% Cs : 
Twentieth Century- Fox . 25% 18% 20% 4 16 
Virginia Elec. & Pow. 22 16% 19% 5 3 
Warner Bros. ...... 16% 1 12% 3% 23 
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A Realistic 
Appraisal of 


DEFENSE 
PROGRAM 


By E. A. KRAUSS 


» * was to be expected, President Truman’s 
annual messages to Congress were completely domi- 
nated by the problems and contingencies created and 
imposed by the critical international situation. He 
made it clear that what these spell for the American 
people is the prospect that the American way of life 
is destined for one of the most profound changes in 
history. 

What we are in for, is an indefinitely prolonged 
era of mobilization at a point short of war but with 
virtually instant readiness to fight a full-scale con- 
flict if that should become necessary. As no one can 
foresee when or if such a test will come, our alterna- 
tive is to become militarily invincible as soon as 
possible and to stay that way as long as necessary. 
That is the trend of thought that essentially under- 
lies the Truman program and currently preoccupies 
the top civilian and military planners. The President 
in his messages to Congress has given it the unmis- 
takable force of policy. 

It was natural, considering the circumstances, that 
his message on the state of the union could be no 
mere report, or a simple schedule of proposed legis- 
lation or desirable goals, though he did, rather 
sketchily, outline a ten-point legislative program. In- 
stead he told America and the world that the hope 
for peace lies in their ability and willingness to build 
strength with which to wage a full-scale war in the 
event of aggression by Soviet Russia. But he also felt 
the need to justify his foreign policy. Against the 
background of heated debate over the crucial issue 
of American grand strategy in a world threatened 
by a major war, he simply had to 
state the Administration’s stand 
and he did so with gravity and 
restraint. The fact that the de- 
bate has far from ceased, merely 
confirms the urgent need for his 
statements, however unsatis- 
facctory they may appear to 
some. 

As to the President’s ten- 
point program, it is evident that 
the scope as well as the cost of 
the proposed steps will be great, 
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that the strategy of self-defense which the President 
recommended will require action on many fronts 
including greatly increased production, vast new ap- 
propriations, more effective controls, major tax in- 
creases. The President did not ask for full mobiliza- 
tion, but the degree of partial mobilization he deems 
necessary will obviously require sacrifice, planning, 
firm policies and resolute enforcement. 

Unfortunately, the President himself apparently 
is not yet willing to sacrifice the issues out of which 
he has made political capital in the past, as witness 
the inclusion of certain parts of his Fair Deal pro- 
gram in spite of emphasis that the Government must 
give priority to measures directly connected with 
defense, and must practice rigid economy. The intro- 
duction of these issues is disappointing, to say the 
least. One can readily agree that there must be indus- 
trial expansion both for civilian and military pur- 
poses—but how and how much? How far should the 
Federal Government enter the picture? 

Similarly, it is obvious that there must be changes 
in the price control legislation if price stabilization 
is to work—but will the Administration insist that 
farmers give up their special parity protection, and 
that organized labor toe the line in the matter of wage 
policies? Also, there may be need for improvement 
of labor laws—but is the Administration ready to 
crack down on unions, if necessary, or will the new 
aim be as one-sided as the campaign against the Taft- 
Hartley Law? 

These are some of the questions raised by the Presi- 
dent’s legislative program. While he stated that 
“many of the things he 
would normally do must be 
curtailed or postponed,” he 
left the impression that the 
Fair Deal aims are far from 
dead or forgotten. More 
likely they will show up in 
disguise as the Government 
proceeds with its rearma- 
ment drive. 

If in his state of the union 
message, the President de- 
scribed certain objectives of 
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The presidential recommendations 
also outlined the tremendous produc- 
tion set-up that will be needed in the 
years ahead, setting as a goal a 25% 
increase in the country’s total produc- 
tive capacity over the next five years, 
not only to facilitate military produc- 
tion but to expand our “basic economic 
strength.” 

Mentioning some specific materials, 
the President pointed out that steel 
capacity must be boosted over the next 
three or four years from about 103 
million ingot tons a year to about 120 
million tons, explaining that while di- 
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rect defense requirements for steel 
may not total more than 10% of out- 
put, the needed expansion will require 
a much greater diversion of steel from 
ordinary civilian uses. The report 
stressed the need to increase also the 
supply of iron ore, of non-ferrous 
metals and to step up electric generat- 
ing capacity. It called for bigger pro- 
duction of cotton and wool, for 
stronger rent control authority and 
for extension of power to control 











governmental policies, his economic report contained 
an outline of his economic policy with heavy stress 
on the need for equality of sacrifice. He told Congress 
that almost one-fifth of the nation’s total energies 
will be devoted to defense by the year-end. He warned 
of the rugged road ahead. 

He informed the legislators that the arms program 
now is taking about 7% of national output, that by 
the close of 1951, this proportion may rise to as much 
as 18%. While this will be far below the 45% rate 
at the peak of World War II, it will nevertheless 
demand sacrifices from everyone, including “very 
much more” taxes, wage and price controls, and 
limits on business profits as well as sharp cuts in 
the peace-time goods supply. 


exports. 

The economic message broadly intimated the need 
for a full set of direct economic controls, including 
price and wage controls; the need for the latter is 
even grudgingly admitted by the Council of Economic 
Advisers in its accompanying report .Yet there is 
quite some hedging when it comes to “‘wage stabili- 
zation.” The latter report generally reveals that the 
CEA has far from cast aside the Fair Deal bias that 
has characterized its policies and actions in the past. 

While the Council, for the duration, apparently has 
modified its recommendation of a steadily rising level 
of income as best suited for the “dynamics of the 
American economy,” the profit, price and wage ideas 
displayed in its latest annual report show that this 
modification does not reflect a change of heart. Again, 
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while there was much talk about “vigorous action 
on the price front,” there was not a word about 
the parity price protection given to farmers, 
which is blocking any genuine stabilization of 
food prices. In view of this attitude, it is perhaps 
not too difficult to guess at the final outcome. 
Chances are that very little will be achieved in 
this direction. 


The Budget Message 


The need for ‘“‘very much more” taxes to finance 
the vast commitments undertaken was forcefully 
demonstrated in the budget message which con- 
tains two basic figures conveying the immensity 
of the price the American people must pay for 
security. The first figure, $71.6 billion, is the 
President’s estimate of the outlay we must make 
in the fiscal year beginning next July 1. It will 
represent about one-quarter of our entire na- 
tional income. 

The other figure, $16.5 billion, represents the 
amount we shall have to add to our already pain- 
ful tax load in order to achieve a reasonable meas- 
ure of stability and share the defense burden 
fairly. Military necessity dictates the general size 











of budgetary expenditure. Economic necessity re- 
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quires that we balance the budget. The only flexi- 
bility that circumstances allow lies in the possi- 
bility of cutting some of the programmed expendi- 
tures below the levels set in the budget outline, and 
that means particularly domestic non-essential 
Government spending. There has been some feeble 
attempt in this direction, but no real effort. It is 
essential therefore that Congress undertake a 
thorough paring job. 


Taxation vs. Borrowing 


The principal budget figures, as shown in the 
appended summary, show total proposed outlays 
of $71.6 billion and total estimated receipts of 
$55.1 billion, leaving a deficit of $16.5 billion to 
be covered by new taxes. While the tax request is 
painful, it is sound, even essential, that we try to 
pay as we go. Taxes after all are a front-line infla- 
tion weapon. Covering the deficit with new taxes 
will be politically “tough” and because this is so, 
many lack conviction that Congress will do the 
job. The opinion is that the budget may be left 
unbalanced to the tune of some $5 to $7 billion. 
Much will depend on the intensity of pressure to 
combat inflation that the people, and Congress, 
want to apply. The basic question confronting Con- 
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gress, assuming that the budget is passed 
in its present form, is whether to raise 
taxes further in order to avoid deficits or 
whether to count upon borrowing from in- 
vestors other than banks for a part of it. 

The chances are that the budget will not 
be passed in its proposed form. A greal deal 
of criticism is directed at the Administra- 
tion’s failure to cut non-essential spending 
to the bone. Instead, we find the defense 
label pinned on a good many Fair Deal 
ambitions, including Brannan Plan, global 
loans, the St. Lawrence Seaway project, 
and such socialist measures as health in- 
surance. 

We also find inclusion of a broad pro- 
gram of Federal aid to education, only this 
time labelled as “vital to national strength.” 
The Federal Housing program is re- 
slanted to fit defense needs, and the same 
label has been pinned on seven big new 
public power projects. 

While the President claimed a total cut 
of over $1 billion in non-defense spending, 
his critics question this, quite apart from 
their belief that at least $5 billion could 
and should be cut. Their contention is that 
the new budget has actually increased non- 
defense spending to the highest level in 
history. Thus the chances are that Congress 
will do what the President seemingly hasn’t 
done: Reduce the budget to reasonable size 
by resolute slashing of every non-essential 
item. Such paring might go far towards 
resolving the tax dilemma. 

While the indicated deficit, as the bud- 
get stands now, is some $16.5 billion, the 
Treasury will collect over $3 billion through 
sales of its non-marketable obligations to 
the Government trust funds. The actual 


cash deficit thus should be no higher than 
$12 billion. This could be further reduced 
by cutting out all (Please turn to page 480) 
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The National Balance Sheet 


As Compiled From Tabulations Aecompanying the Budget Message 





(in $ millions) 


_ Badge Receipts and Raponditures 


Based on existing and proposed legislation for the fiscal years 1950, 1951 and 1952 


BUDGET RECEIPTS: 








Direct taxes on individuals 

Direct taxes on corporations 

Excise taxes 

Employment taxes: Existing legislation 
Proposed legislation 

Customs errr 

Miscellaneous receipts 


TOTAL 


Deduct: 
Appropriations to— 
Federal old-age and survivors 
trust fund . 
Medical care insurance treet fund: 
Proposed legislation 
Refunds of receipts (excluding labeoeeh:.. 


TOTAL BUDGET RECEIPTS 


BUDGET EXPENDITURES: 
Military services .......... 
Veterans’ services and benefits 
International security and foreign relations 
Social security, welfare and health... 
Housing and community development 
Education and general research 
Agriculture and agricultural resources 
Natural resources 
Transportation and communication 
Finance, commerce and industry 
CO eee eeeenee 
General Government 
Interest F 
Reserve for contingencies : 


Adjustment to daily Treasury statement basis Bes 


TOTAL BUDGET EXPENDITURES 
SUBGEP DEFICIT ..........<.-0:.2..0:5... 


$18, 1 15 
10,854 
7,597 
2,892 


423 
1,430 


$41,311 


2,106 


2,160 
$37,045 


$12,303 
6,627 
4,803 
2,213 
261 
114 
2,784 
1,554 
1,752 
227 
263 
1,108 
5.817 


+330 


$$40,156 
= SS 





1950 octual 





1951 actual 1952 estimate 
$22,309 $26,780 
13,560 20,000 
8,240 8,222 
3,774 4,709 
275 
600 620 
1,325 1,333 
$49,808 $61,939 
2,960 3,823 
275 
2,336 2,703 
$44,512 $55,138 
$20,494 $41,421 
5.746 4,911 
4.726 7,461 
2,520 2,625 
409 *102 
143 483 
986 1,429 
2,117 2,519 
1,970 1,685 
368 1,524 
212 215 
1,252 1,351 
5,722 5,897 
45 175 
$47,210 $71,594 
$ 2,698 $16,456 





*Deduct, excess of repayment and collections over capendiianes, 
FExcludes $11 million representing net purchases of United States securities. 
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) for 1951 show general unan- 
imity that business will be maintained at high levels 
throughout the larger part of the year, and that new 
peaks will be attained in many segments of the econ- 
omy. But there is also doubt whether business will 
get through the year without serious dislocations, 
partly because of transitional difficulties but also be- 
cause of the direct impacts of the defense economy 
on normal civilian business. 

We have already, in our last issue, discussed the 
likelihood of a transitional dip—shortlived and highly 
irregular, yet perhaps pretty drastic for certain 
kinds of businesses. But there seems little chance 
of any general let-down. Nor does it look as if con- 
sumers will be hit too hard by shortages—always 
barring all-out war. Rather it could happen that 
many consumers eventually find themselves some- 
what short of money if the defense effort is actually 
financed on a pay-as-you-go basis with all that would 
mean in the way of additional heavy tax burdens on 
individuals. But that remains to be seen. 

One thing however is certain: military needs will 
dominate the economy to a larger extent than at 
any time since 1945 and as they progressively do, 
industry will have to face—and solve—manifold prob- 
lems. The transition from an annual $17 billion mili- 
tary and foreign aid program to one three times this 
size cannot be expected to be smooth. Moreover, pro- 
grams of this sort usually move slower than antici- 
pated. And though the Administration seems de- 
termined to cushion the transformation from a 
peace to a near-war economy by applying brakes on 
civilian goods production only at the same rate as 
war orders actually increase, the chances of a perfect 
or even near-perfect synchronization are slim. 

Above all, organization and tooling up for defense 
work takes time. There will be delays and temporary 
disruptions. A vast shift of resources, including 
workers, materials and factories from civilian to 
arms production is never simple. Only relatively lit- 
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Which Industries Offer 
Best Prospects for 1951? 


PART II — By GEORGE W. MATHIS 





tle can be done by drawing on new workers, erecting 
new plants, building new machinery, and drawing 
on new materials resources. The bulk depends on 
existing resources which can only be made available 
at the expense of our civilian economy. 

This prospect now dominates the outlook. The in- 
dustrial organization as a whole will be under pres- 
sure, markets will be tight, and labor searce. Prices 
will tend higher. We are also inclined to add: And 
purchasing power will be high. But pending crystal- 
lization of the tax outlook, we are content to say that 
incomes will be high, leaving the matter of effective 
purchasing power to the future. Like many other 
questions, it will have to remain unanswered for 
some time. 

1951 will bring to a test the strength of our eco- 
nomic foundations, but also of the Administration’s 
economic concepts and the road it will follow in 
pressing the rearmament drive. It stands to reason 
that in a transformation so far-reaching, a good 
many questions clouding the outlook cannot be im- 
mediately clarified. But many of the basic factors 
including those related to current conditions and 
transitional problems in various industries can be 
readily analyzed, and such appraisals are naturally 
of vital importance at this juncture. Part I of these 
appraisals appeared in our last issue. Part II fol- 
lows immediately below. 


PAPER INDUSTRY—The supply of paper was tight 
during most of 1950 and will remain so in 1951 de- 
spite rapid expansion of productive capacity. Esti- 
mated production last year of all types of paper and 


_ paper products excluding newsprint totalled 24 mil- 


lion tons, about 15% higher than in 1949. Produc- 
tive capacity which was increased by new mill addi- 
tions last year, is now well over 24 million tons. 
Actually the output rate in the closing months of last 
year approached 26 million tons on an annual basis, 
leading to increased concern over the ability of the 
pulp supply to keep pace. 
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Following the outbreak of war in Korea, require- 
ments became so pressing that most mills and the 
majority of distributors found it necessary to im- 
pose allocation systems. Order backlogs were built 
up to unwieldly levels and greatly deferred deliver- 
ies were the rule. That is still the general situation. 
It is not too difficult to understand if one considers 
that present paper and pulp requirements for direct 
Government and defense plant use are taking about 
25% of the nation’s output compared with 38% dur- 
ing the war year 1944. As a result, even with the in- 
dustry’s acceptance of the challenge to meet higher 
consumption needs, output has not been able to 
satisfy overall demand, though increased capacity 
is beginning to whittle down somewhat the backlog 
of unshipped orders, still equivalent to more than 
100% of capacity at the end of the year. 

In view of existing demand conditions, there is 
no question that the industry will be able to sell 
everything it can produce in 1951, and at quite satis- 
factory prices to boot. There have been sharp price 
increases during the latter half of 1950 but with 
costs rising, there is little liklihood of voluntary 
roll-backs, or even mandatory readjustments to pre- 
Korean levels if and when price controls take ef- 
fect. No weakness in the price structure is foreseen. 

With sales and pre-tax earnings likely to reach 
new highs this year, taxes are the deciding factor 
whether or not net profits will decline in 1951, and 
taxes will be definitely higher. This may make 1950 
profits the postwar peak but 1951 earnings, in many 
cases bolstered by expanded output from new facil- 
ities, while somewhat lower should nevertheless re- 
main highly satisfactory, more than amply cover- 
ing dividends. Paper companies generally enjoy a 
favorable tax position, thus the impact of .EPT 
should not prove too burdensome. 

Shares of paper companies have been among the 
market favorites for some time, in reflection of the 
favorable demand and earnings outlook, with this 
publication’s stock index for the paper group mov- 
ing progressively to new all-time highs. In spite 
of strong price action, attractive yields are still 
obtainable even among the best situated com- 
panies. Dividends have been liberalized last year, 
but the increased rates, supplemented by numer- 
ous extras in 1950, are well covered by prospec- 
tive earnings and should continue. 


TEXTILE INDUSTRY—Textile manufacturers, after 
a rocky postwar experience that first brought a 
tremendous boom and subsequently a painful un- 
settlement akin to depression conditions, are 
back on their feet again with civilian demand 
strong and military needs only just bginning to 
be felt, but promising to reach substantial pro- 
portions. In 1951, consequently, they expect a 
record shattering year. 





ation today with that at the beginning of World 
War II. Back in 1941, the U. S. had a record cotton 
surplus of close to thirteen million bales. It had sev- 
eral years’ domestic wool clip surplus in the hands of 
the Commodity Credit Corporation, as well as a 
huge stockpile of wool held here for the British 
Empire. 

Today, not only are we short of wool and depend- 
ent upon foreign sources of supply, but there is a 
worldwide shortage of wool. Chiefly as a result of 
two successive short domestic crops, there is an ex- 
tremely tight cotton supply situation which is re- 
garded serious enough for the Government to restrict 
raw cotton exports. A big 1951 cotton crop is ex- 
pected to ease the situation; until then, things will 
remain tight. Full mobilization could bring a quick 
pinch for the public on both cotton and wool. Bar- 
ring total mobilization, we will probably get by 
without undue difficulties but prices will remain 
quite firm. 

As far aS manpower is concerned, the industry 
would require about 100,000 more men to run full 
blast—that is, to match the peak output during the 
last war. Moreover, as the defense program expands, 
labor turnover is likely to be high as many skilled 
workers will move on to higher-paying defense plant 
jobs, making for a lowered rate of operating effi- 
ciency in textile plants. 

In spite of these problems, industry leaders are 
confident that they will be able to meet requirements. 
Sizable procurement orders have already been placed 
and additional military orders totalling as much as 
335 million yards of all types of woolen, cotton and 
synthetic textiles appear in the offing. Superimposed 
on active civilian business and substantial order 
backlogs, this means high level operations in the 
year ahead. Production rates should hold close to 
capacity in the case of many cotton fabrics. Woolen 
and worsted mills, too, are booked up for some time 
ahead. 

The new boom in textile activity had already led 


Page 








As usual, such a prospect is not without “ifs’’. 





If adequate manpower is available and materials 





remain in steady supply, record production is 





only a matter of time. Mills have been expanded, 
machinery modernized or added to, and the pro- 
duction end is ready for the task; but the chief 
worry is a threatening shortage of cotton and 
wool. Synthetic fibers, particularly rayon, are in 
better supply though by no means overabundant. 
With synthetic fiber production doubled since 
1941, it is the only bright spot in the supply 
picture, and should materially help to offset the 
shortage in wool and cotton. 

To get an idea of the latter, contrast the situ- 
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The railroad equipment industry faces a challenging period with 
the necessity of meeting huge demand for rolling stock and 
turning at least a portion of its facilities over to the arms effort. 
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to a sharp earnings increase in 1950 and pretax 
profits should continue to advance as the industry 
gets ready to meet the new requirements. Higher 
taxes including EPT are bound to cut into net though 
the tax position of many companies is relatively 
favorable, thanks to fairly substantial postwar aver- 
age earnings. Thus dividends, substantially increased 
last year in typical cases should remain well covered. 

In anticipation of favorable earnings, textile 

shares since mid-1950 have done better than the gen- 
eral market and continue to rank among favored 
stock groups. Though the near-term profit outlook 
may have been largely discounted by now, the shares 
of well situated textile manufacturers should con- 
tinue to act well marketwise, aided by generous 
yields. 
RAILROAD EQUIPMENT — This industry, which has 
proved a notable laggard during the general busi- 
ness prosperity of the past several years, faces in 
1951 one of its most challenging and difficult periods 
with the necessity of meeting a huge and growing 
demand for freight cars, passenger cars and loco- 
motives, at the same time turning at least a portion 
of its facilities over to the arms effort. 

Indicative of the production task ahead is the fact 
that the backlog of freight cars on order January 1 
was 124,489 compared with 12,036 units the year 
before. Total orders placed in 1950 came to 156,481 
cars, largest number for any year since 1922. 
Against this, deliveries last year were only 43,991 
freight cars. Deliveries now are expected to increase 
gradually during the first quarter and may reach 
the 10,000 monthly rate by April or May. These 
would be the first months in which steel allocated 
by the NPA for a 10,000 monthly car program will 
begin the roll off assembly tracks in the form of 
finished cars. Some 300,000 tons of steel products a 
month have been allocated for this purpose. Mean- 
while new orders continue to pour in in volume, and 
freight car builders have the assurance of well over 
a year of capacity output, probably considerably 
longer. 

In the locomotive field, the rapid Dieselization of 
the railroads in the interest of efficiency and econ- 
omy resulted in new peaks in 1950 both in produc- 
tion and in accumulation of new orders for 1951 and 
beyond. After placing 2,132 new locomotives in ser- 
vice in the first eleven months last year, most of them 
Diesels, the railroads still had on order a total of 
1,657 locomotives. 

Building of passenger cars last year proceeded 
to a point at which most of the postwar orders were 
completed but need for new equipment is now mak- 
ing itself felt, including cars for the mass transporta- 
tion of military personnel. New orders thus may be 
forthcoming in the months ahead. 

Generally, with heavy activity well assured, the 
industry may be one of the few that may establish 
higher earnings in 1951 than in 1950, particularly 
in view of the poor showing during the first half of 
the latter years. Subsequent gains will be less pro- 
nounced due to heavier taxes and close pricing in 
some cases, which will prevent profits from advanc- 
ing nearly as fast as production. EPT will be burden- 
some because of low earnings in the years just past; 
yet there should be good per share results, aided by 
generally moderate capitalizations. Dividends ap- 
pear well secured and may be raised by a few of the 
more strongly situated companies. Those who have 
been on a non-paying basis, should resume payments 
in the year ahead. 
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Parts suppliers are equally well situated since they 
must meet the demands of both, the private car build- 
ers and the railroads’ own shops, and furthermore 
will benefit from large-scale repair programs. 

While the new boom will tend to exaggerate the 
customarily sharp swings in activity of the rail equip- 
ment industry, it is not likely to come to an early end. 
The announced aim of the railroads to build the 
freight car fleet up to around 1,850,000 units as a 
defense measure cannot be achieved in short order 
even if the materials supply is well regulated. More- 
over, monthly retirements of obsolete cars continue 
substantial. Real relief from the freight car shortage 
thus is a long term prospect that augurs well for the 
industry’s future. 

Because of this promising outlook, rail equipment 
shares—until not so long ago greatly lagging in 
market performance, have suddenly achieved the 
status of a favored group and should continue to give 
above average market performance. War orders 
moreover are beginning to shape up in substantial 
volume, including for the locomotive builders. While 
such business is subject to profit limitations, it may 
be important in boosting company activities. 


FARM EQUIPMENT—The outlook for farm machinery 
makers depends primarily on one factor—the steel 
supply. Demand will undoubtedly continue strong in 
view of the accelerated farm production program out- 
lined for this year, plus the prospect that farm in- 
come in 1951 will exceed that of 1949 and 1950. 

Realizing the industry’s dilemma, the National 
Production Authority has pledged its aid in procur- 
ing steel and other scarce materials on a company 
basis, and doubtless will come to the rescue. But 
whether it will do so in sufficient measure remains to 
be seen. Increasing domestic demand is paralleled by 
a growing demand in other countries, a factor which 
increases the problem of adequate supply. Careful 
planning and timely Government action can, how- 
ever, avoid a serious scarcity of tarm equipment. 

Viewed from a demand standpoint alone, the in- 
dustry’s operations could readily reach a new post- 
war high this year. Following outbreak of the war in 
Korea, there occurred a good deal of ‘‘panic’”’ buying 
by farmers in anticipation of shortages. Needless to 
say, Government cannot cut back farm tool produc- 
tion to the drastic degree planned for certain other 
civilian industries. It is reasonable to assume that the 
industry will be allowed to produce a substantial 
amount of machinery to meet the demands of the 
farmer and the military. But duplication of postwar 
peak production is difficult to envisage. 

Operations last year dipped from the high 1949 
level of sales and earnings, though a few companies 
were able to show more profits on a lower volume. 
Return of the seasonal factor early last year cut sales 
sharply but aided in the large advances made in the 
third quarter. The new situation is again eliminating 
the importance of seasonal factors with supply the 
primary element. Price levels as well as profit mar- 
gins will be under strong pressure because of higher 
materials and wage costs. Because of this, it is ques- 
tionable whether a recently requested roll-back, cre- 
ating an immediate hardship, will stand, particularly 
if 1951 unit sales will decline as they probably will. 

Altogether, the industry outlook at this time ap- 
pears somewhat uncertain. If it is again—as during 
World War II—plagued by allocations, materials 
shortages and higher costs, and that is the overall 
picture shaping up, (Please turn to page 467) 
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STABILIZATION of wages is no “stroke of the pen” 


project, it became clear to all those who didn’t 
already know it, on the basis of a series of manage- 
ment-labor conferences with Chairman Cyrus Ching 
of the Wage Stabilization Board. The glowering 





WASHINGTON SEES: 


It was not necessary to read far into President 
Truman’s economic message to arrive at the con- 
clusion that it would be heavy on generality and 
light on specific, and the reason is quite clear: 
much of the material had been gathered by the 
Council of Economic Advisers over a period of 
months and apparently had not been brought up 
to date to encompass the economic problems con- 
fronting a nation edging into a huge industrial 
and manpower mobilization with accompanying 
enormous tax loads, great masses of men under 
arms, and civilian controls to meet an inflation that 
is not threatened but actually here. 

Had the President attempted to be precise in 
delineating what is ahead, he would have placed 
himself on dangerous grounds, his Capitol Hill 
defenders say. He could not, for example, take 
it upon himself to judge—actually in advance of 
presentation of the evidence—what Defense Mobil- 
izer Charles E. Wilson and the Economic Stabil- 
ization Administration will come up with, whether 
it will clash with the economic, advisers views (not 
clearly stated in the message), and whether the 
CEA is to rule the roost or be subordinated to the 
new emergency table of organization in Wash- 
ington. 

The message fell into the category of a “pep 
talk” to a large degree—“the tests are not so 
much tests of our economy as they are tests of 
our moral fiber and cohesiveness as a Nation.” 
When the budget message came along a few days 
later, the need for a convincing cheer leader was 
obvious. Congress reacted with resignation; the 
goals must be met the hard way, but leaders 
seemed agreed the way need not be quite as hard 
as pointed by Mr. Truman. 








7 INFLATION 


By E. 









K. T. 


chief of United Mine Workers, John L. Lewis, re- 
acted true to form; he’s opposed to it—but so also 
was he in World War 2. Ching, et al, found they’ll 
have to ask for amendment of the Defense Produc- 
tion Act to get food price control powers enlarged 
before they can draft an effective policy. And they 
haven’t decided what to do about automatic wage 
boosts under collective bargaining contracts. Deci- 
sion probably will be to limit them. 


NOTHING is basically wrong with the Douglas (Sen- 
ator Paul Douglas, Illinois) Plan to prevent over- 
time wages from starting an inflationary spiral by 
paying overtime in federal bonds, say the labor 
spokesmen here. But unless corporations likewise 
pay dividends in securities which cannot be re- 
deemed until after the emergency has passed, the 
unioneers say they’ll balk. Workers need their pay 
as much as stockholders need their dividends, runs 
the argument which overlooks the fact that Senator 
Douglas would cover only a war-swollen income 
which, unlike the dividends, would not be affected by 
the excess profits tax, a jug-headed deal which the 
unions found to be faultless. 


DECENTRALIZATION of some government agencies is 
certain to take place but probably not as exten- 
sively as first projected. It’s becoming evident that 
the idea will run into mountainous expense if fully 
carried out. Not only must office space be acquired, 
but also employees and their families must be trans- 
ported at government expense, plus pay for several 
weeks of reimbursement for living expenses while 
they search out housing. Rejected was the sugges- 
tion that federal employees who stand a loss through 
sale of their homes in Washington and suburbs be 
“made whole” in the full amount of their claims. 
oo of those claims offers interesting specu- 
ation 


FIGHT is brewing on Capitol Hill on the “single 
package” appropriation bill idea. Most potent argu- 
ment in favor of trying it again—last session saw 
the method used for the first time—is that congress- 
men have the opportunity to see the entire cost fig- 
ure at one time, can relate needs to one another 
while they’re in clear focus. 
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Legislation to reinstate the War Damage Corpora- 
tion, with RFC in charge of administration and sharing the 
risks while private companies write the policies, ran into 
a double-barreled blockade in the closing days of the 8lst 
Congress, now must be re-examined from its beginnings by 
the new lawmakers. A technical error was found after the 
house has sent the bill to the senate; correction would 
require a fresh start. Then, too, agitation grew on the 
senate side to incorporate a workmen's compensation feature 
to protect employees against loss of wages as a result of 
war damage. The actuarial studies were not available, 
the idea was novel, and the senators weren't disposed to act 
hastily and in the absence of more details. 


























Federal Power Commission may be the first gov- 
ernment agency to be "dispersed" out of Washington. FPC has 
several available sites but won't make a move without 
careful study, plus a show of hands by employees whose 
preference will not necessarily control but will be taken 
into consideration if all else is equal. One of the spots is a swank resort hotel, 
reportedly the favored location of fun-loving Chairman Monrad Wallgren. The power 
commission, unlike many agencies which have day-to-day dealings with congress and the 
White House, can operate outside the Capital as efficiently as in the Federal City, it's 
reasoned. In World War II, 14 bureaus with an aggregate of 35,000 employees moved out 
of Washington, kept skeleton "contact" forces here. 























Both houses of congress showed President Truman "who's boss" on the opening 
day of the new session. Ihe upper branch picked Senator McFarland for majority leader, 
turning down White House-favored Senator O'Mahoney. The lower arm voted back to the 
rules committee the veto power over bills which have been reported by committees. 

Under last session's regulations, a committee chairman could call up such a bill for 
action after 21 days of committee inaction. Now the rules committee can let the bill 
perish in the files. 




















The Administration did not act openly for O'Mahoney but clearly indicated its 
preference for the New Dealish (except in the "court packing" fight) Wyoming member 
who once was Jim Farley's first assistant in the Post Office Department. McFarland is 
part of the coalition which has united senate forces without reference to party label, 
in defeat of many Administration moves. In the house rules committee action the 
issue was unclouded: shall the southern members in control of that committee exercise a 
veto greater than the President's; greater because it is veto at the source, and not 
subject to review except through the difficult and seldom-invoked petition of 218 
member=Signers? 























Optimists who take at face value the honey words of labor-management confer- 
ences and assume that the current emergency can be solved without exploding relations, 
should think back to the promises of World War II, and compare them with the results 
achieved. The U. S. Department of Labor has done so, and it makes interesting reading-- 
400 pages of it! Never economizing on words, even the title is lengthy: "Problems and 
Policies of Dispute Settlement and Wage Stabilization During World War II." It analyzes 
the government's effort to settle work stoppages and to control wages between 1940 
and 1947. 
































In this tome may be read, in digest form and selected cases, the wartime 
history of the National Labor Relations Board, the National Defense Mediation Board, 
the National Wage Stabilization Board, and the National War Labor Board. The objec- 
tives then (and they have a present-day sound) were "peaceful settlement of disputes, 
limitation of wage increases as a part of economic stabilization, guidance of civilian 
manpower in accordance with production and military needs. In sheer understatement of 
the book's scope, the authors say "it points out the difficulty of balancing these 
conflicting objectives." 
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Hints to present planners are numerous, and documented. For instance: com- 
prehensive price control, to be effective, must be supported by comprehensive wage 
control. Wage and price control can be successfully administered by separate govern- 
ment agencies, and it is sounder to combine wage stabilization with dispute settlement 
than with price stabilization. Or: because wage control is essential to any effective 
ulanpower program, National War Labor Board (World War II agency) should have been 
given specific responsibility to consider the manpower consequences of wage adjustments 
in all cases. 


























Congress will lose no time laying the groundwork for basic policy on appro- 
priations for foreign affairs -- the string by which the lawmakers will hold a measure 
of control in that area of operations. Both the Mutual Defense Assistance Act, and the 
Economic Cooperation Act go out of existence by their own terms unless renewed before 
July 1. Emphasis, and funds, will go to the first of these two. 























Military rather than economic aid will be the slogan. And improved domestic 
conditions in the Marshall Plan countries will work against free-handed giving for : 
purposes other than mutual armed defense. Steeped also in foreign policy is the re- ; 
ciprocal trade agreements act, expiring June 30. That will call for, and receive, 
delicate handling. 











Senator Taft's emergence as foreign affairs spokesman for at least a large 
part of the republican membership will throw the subject of troops for overseas service 
into the welter of political debate. Taft, who has stepped in to take the place of 
Senator Vandenburg during the latter's illness has flatly charged President Truman 
with unconstitutional action in sending troops to Korea and with planned violation in 
the project of contributing men to the global army of democracy. If his contention 
takes root on Capitol Hill -- and it may, with the dim view now being taken of military 
operations across the ocean == it would be indeed be difficult, if not impossible to 
finance such expeditions in the future. t 









































The White House never has relished head-on clash with Taft on clear issues of 
constitutional law. His eminence in that field is respected. However, Truman spokes- 
men say the President is well-advised as to his rights in this particular, had the legal 
right to act as he did in the Korean situation and intends to follow the same course } 
in the future, if the need appears to exist. 




















Mr. Truman is not documenting his claims, but it is certain that he relies 
upon his constitutional designation as "Commander in Chief" of the military forces, and 
his right to call up men "to repel invasion." Likely ground also is that United States 
membership in the United Nations, approved by congress, commits him to this course. 




















A crackdown may be expected shortly by the National Security Council to pre- 
vent disclosure of technological information, including improved industrial "know how." 
Commerce Secretary Sawyer has set a "guardianship" over such "leaks" in his Office of 
Technical Services. Effort will be made, he assures, to channelize the information for 
maximum domestic usefulness, without giving too much information to unfriendly nations. 
Direct contact with OTS was suggested; inguirers will be told whether they should pub- 
lish, suppress, or give limited circulation. > 


























Some questions already pending show the nature of information which may be 
ruled out of the channels of communication. A railroad asked whether it should respond 
to a request for detailed information on its physical layout and an analysis of the 
flow over its lines. Conceivably strategic data of major importance might be divulged. 
A supplier of ordnance was asked by a "broker" to answer a queStionnaire as to his 
facilities for military production. The details asked raised his suspicion, so he 
inquired. a 


A major oil company wondered if it might be dangerous to publish a booklet 
showing location of its storage facilities throughout the world. The answers haven't 
been given yet, but these are situations which probably will call for inquiry into the 
purposes, connections, and reputations of the questioners. 
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By V. L. HOROTH 


S ince the outbreak of the war in Korea, the 
investing public in the United States has shown 
more interest in the investment possibilities in for- 
eign countries than perhaps at any other time since 
the late 1920s. The unfortunate experiences with 
investments in a great many foreign countries, coin- 
ciding with the great depression, had made the 
American investor shy. Moreover, with the high 
rates of return available to capital at home, there 
has been little incentive to invest abroad. What for- 
eign investing has taken place during the past twenty 
years has been largely confined to “direct equity 
investment,” mostly by leading American corpora- 
tions with direct marketing or supply interests 
overseas. 

With the announcement of the huge re-armament 
program, it has become necessary to look for the 
development of new sources of supply of essential 
materials in countries relatively safe from communist 
aggression. This has turned the investor’s attention 
to such corporations as the Anaconda Copper Co., 
the American Mining and Smelting Co., or the Inter- 
national Nickel Co., which would benefit from the 
expanding production of their foreign subsidiaries, 
or to such corporations as the American & Foreign 
Power Co., which would benefit from the general 
economic development, in this case of the Latin 
American area. 

The outflow of international “refugee” capital to 
Canada, Mexico, Uruguay, South Africa, and other 
places after the outbreak of the Korean war was the 
first indication that apprehension was being felt 
about the future strength of the dollar. This refugee 
capital came to these shores on the eve of the First 
World War and consisted of dollar balances and 
securities held for corporations and wealthy indi- 
viduals by banks and trusts located in Switzerland, 
the Netherlands, Tangier, and other places. 

With these international funds, primarily inte- 
rested in the safety of the principal, departed also 
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The bulk of American direct investments abroad has gone 
into ownership and development of foreign oil resources, 
in Latin America, in the Middle East, and elsewhere. 


some Latin American funds normally invested 
in New York, and some American capital, seek- 
ing both safety and new opportunities in such 
countries as Venezuela, the Belgian Congo, 


Morocco, the Rhodesias, Australia, and others. Some 
American funds have also gone abroad in hope of 


quick profits from the appreciation of various cur- 
rencies in terms of the dollar, such as the Canadian 
dollar, the Mexican peso, the Australian pound, and 
even the pound sterling. Pre-payment for future 
imports, particularly from the sterling area coun- 
tries, has been still another form of capital outflow. 

How large this outward movement of “hot money” 
has been since the outbreak of fighting in Korea, 
may not be known for some time—until the Depart- 
ment of Commerce properly evaluates bank and cor- 
poration reports. Unquestionably the figure will be 
quite high—but not so high as “confidentially” re- 
lated through “grapevine” sources. The funds that 
have gone to Canada are, for example, estimated at 
$800 million; those that have gone to Uruguay at 
$500-600 million; and those that went or returned 
to Mexico at $300 to $400 million. Rumors may have 
exaggerated these figures. One otherwise reliable 
publication reported recently that American tourists 
were buying Mexican savings bonds and participation 
certificates of a Government-owned industrial invest- 
ment company “‘at the rate of more than $150 million 
a month’—a figure completely out of line with the 
size of the Mexican money market. 

If Uruguay has really received some $500-600 mil- 
lion in refugee funds, most of it must have been 
European money transferred there via Tangier or 
New York. In many cases, securities and gold bars 
held in strong boxes in Zurich and Basle were just 
transferred to strong boxes in Montevideo. Simi- 
larly, some of the funds received by Canada and 
Mexico have been European funds transferred there 
via New York. 


Outflow of Long Term Capital 


As to the outflow of long-term capital, the Depart- 
ment of Commerce figures covering the first nine 
months of 1950 show a very small outflow indeed, 
as the reader will see from the two accompanying 
tables. The U. S. Government long-term funds, which 
in the 1946-48 period provided foreign countries with 
over $2.5 billion a year, trickled down to less than 
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i the lending of the International 
Net Outflow of United States Private Direct Investment Bank, was relatively unimportant 
Capital By Areas in 1950. 

os The flow of private direct-invest- 
inane ype ment capital, consisting largely of 
Latin ERP Areas reinvestment of earnings of Ameri- 
Canada America Europe (ERP) Others Total can enterprises with subsidiries 
Patehonn tadeiey abroad and of advances made to the 
1946 12 103 7 4 44 170 subsidiaries, was in 1950 somewhat 
1947 37 257 20 50 123 487 lower than in 1949. The annual rate 
1948 “4 205 38 4 138 406 was about $1,300 million less amor- 

1949 54 397 10 34 182 677 as 
1950 350(e tization and other repayments, or a 
Other Industries net of about $550 million. As will be 
1946 26 — 45 " 2 18 12 seen from the table, the development 
ard = - 4 : 7 ped of petroleum enterprises accounted 
1949 9 83 24 re 157 for about 65% of the total which 
1950 200(e was somewhat less than in the pre- 
Total vious years. More money is appar- 
1946 38 59 18 6 62 182 ently going into new iron ore devel- 
rd = = pf ve po opment (Venezuela alone is expected 
1949 103 480 34 38 178 834 to absorb some $200 million), into 
1950 550(e non-ferrous mining expansion pro- 
Total 2,934 grams in Mexico, Chile, Peru, South 
ieotbiented. Africa, and the Belgian Congo. New 
Source: Years 1946-1949, The Gordon Gray Report. branch enterprises formed abroad in 
1950 are estimated to have absorbed 








$150 million in the January-September 1950 period. 
About one-half of this money came from the Export- 
Import Bank, which in 1950 authorized loans in 
excess of $500 million, but has had little chance as 
yet to make disbursements against relatively recent 
loans to Argentina ($125 million), Mexico ($150 
million), Indonesia ($100 million) and Yugoslavia 
($37 million). 

The purpose of the Export-Import Bank loans is 
to finance the exports of machinery, equipment, and 
materials which contribute directly to the expansion 
of productive capacity of the importing country. As 
of the end of 1950, the Bank had about $1.3 billion 
in undisbursed and unallocated funds. Its lending 
authority of $3.5 billion is to be increased by $1 
billion to enable it to make the “Point Four” type 
of loans. Other U. S. Government lending, as well as 
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about $75 million of the direct-in- 
vestment capital. 

The other forms of long-term investment abroad 
(in real estate, trusts, foreign securities, etc.) which 
have been declining steadily due to repayment, ex- 
panded suddenly during the third quarter of 1950. 
Most of the $329 million estimated by the Depart- 
ment of Commerce to have gone abroad in that quar- 
ter must have represented the reported heavy pur- 
chases of Canadian securities. 

In addition to considering all the factors he must 
examine when investing in American securities, the 
potential investor in foreign securities has at least 
two other considerations to worry about: (1) the 
facility of repatriating his capital and receivnig divi- 
dends and interest in U. S. dollars. This requires a 
thorough familiarization with a country’s exchange 
regulations, particularly in regard to capital trans- 
fer, and a regular examination of the international 
payments between that particular country and the 
United States. (2) Consideration of political and 
ae of the country where the investment 
is made. 


Canada’s Favored Position 


Canada is one country that meets these require- 
ments satisfactorily in every respect. With the raw 
material needs of the United States on the increase, 
more Canadian newsprint, timber, aluminum, nickel, 
copper, lead, zinc, uranium, iron ore, asbestos, mica, 
and platinum will be neded. At the same time, owing 
to an unprecedented rate of capital investment— 
nearly $4 billion in 1950, equivalent in the case of 
the United States to capital spending of about $50 
billion—the Canadian economy is becoming better 
balanced. The Dominion is on the way to self-suffi- 
ciency in petroleum and steel products, the two larg- 
est U.S. dollar expenditures. Consequently, the pros- 
pects are for fairly well-balanced international pay- 
ments with this country, which in turn should mean 
a relatively narrow range of fluctuations in the 
Canadian dollar quotations. 

But investing in Canada has other commendable 
features. In the manage- (Please turn to page 476) 
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A Timely Evaluation of 
LOW PRICED 


STOCKS 


By J. C. CLIFFORD 


a ‘almost every prolonged bull market, 
there emerges a period when low priced equities 
start to outstrip the general list with percentage 
gains in appreciation. For more than a year past, 
this familiar pattern has been forming, with the 
uptrend in quotations for this group progressively 
gaining momentum. Because of this, it seems timely 
to examine the situation. 

At the start, it is well to envisage more clearly 
how the low priced stocks of late have behaved 
relative to the “blue chips” or a comprehensive list 
of shares representing the general market. In this 
respect, our own indices furnish a very good picture. 
On the appended chart is depicted the relative trend 
of our 100 low priced stocks index and our 100 high 
priced index during the 1942-1950 period. From their 
lows at the beginning of last year, the high priced 
shares advanced 29% to a new high on January 13, 
1951, but in the same span the low priced issues 
climbed 52%, and with the spread widening sharply 
and progressively since Korea. The MWS Combined 
Average of 325 stocks established a corresponding 
gain of 38%. 

If history is a reliable guide, and the rise in the 
low priced stocks continues, it may presage the ap- 
proaching end of the present bull market, although 
this might not happen for a good many months. 

Times have changed the definitions, though, of 
low and high priced stocks in recent years, at least 
as regards their respective qualities. The fact re- 
mains, on the other hand, that a large section of the 
public regards a price of, say, below 20, as providing 
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a better springboard for an 
advance than a quotation a 
good deal nearer 100. 

Aside from such practi- 
cal or psychological factors, 
numerous stock split-ups in 
postwar have toned up the 
reputation of low priced 
shares in general. The 
former concept that “blue 
chips” were mainly stocks 
selling above $100 has been 
completely dispelled, as has 
also been the old practice of 
considering shares selling 
below 20 as “cats and dogs.” 
Although quite naturally, 
the equities of marginal or 
unsuccessful concerns re- 
main in the lower price 
brackets, they now have an 
increasing amount of good 
company in the form of 
sound issues. It is obvious, 
accordingly, that discrimi- 
nation is in order. 

The transition of the 
economy to a status impor- 
tantly affected by military 
production has tended to 
enhance the popularity of 
low priced stocks. With the 
assured prospect of con- 
tinued high level industrial 
activity, many analysts en- 
visage brighter earnings 
potentials for some mar- 
ginal concerns whose shares 
are included in the low price 
list. Because of improved prospects in a defense 
economy, there may be more justification for the 
current vigorous action of low priced shares than 
might appear on the surface. The problem will be to 
weed out the less likely candidates for improved 
earnings and to select those whose capacity may be 
profitably utilized in the Defense Program, directly 
or otherwise. 

More importantly, the wisdom of choosing low 
priced shares with strong fundamentals is well 
indicated, because aside from their relative safety 
and a satisfactory yield, their appreciation poten- 
tials may be enhanced merely for the psychological 
reasons we have discussed. The investor does not 
have to hunt far to find sound stocks that still are 
selling below 20, despite the broad rise in the general 
stock market in recent months. 


Two Timely Compilations 


To assist our readers in looking over this ground, 
we have compiled two lists of low priced stocks, one 
which includes equities that we consider essentially 
sound, and another that embraces a more specula- 
tive group. A casual glance at the 1950-51 price 
ranges of both groups will reveal how impressively 
all of the shares, regardless of quality, have risen 
from their last year’s lows. We will now discuss a 
few of the situations still seeming to hold consider- 
able promise, together with others that for certain 
reasons have less attraction. 

Blaw-Knox Company shares at a recent price of 
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18%, although only fractionally below their 1950-51 
top, carry considerable appeal. This long established 
producer of equipment for steel mills and for con- 
struction of highways and numerous industrial 
plants, operates nine divisions. For twenty years 
past, the company has operated profitably except in 
1932. Since 1940, annual dividends consistently ad- 
vanced from 25 cents a share to $1.25 for the past 
three years, the latter representing about half of 
reported earnings. 

While operations probably were slightly less 
profitable in 1950 than in the preceding year, they 
should improve in 1951. This because of the clearly 
indicated outlook for strong demad for equipment 
from the rapidly expanding steel industry, and the 
probability that Blaw-Knox will receive priority for 
raw materials. This company during World War II 
was also an important producer of armaments and 
doubtless will have an opportunity to become that 
again. Relatively high earnings in the 1946-49 period 
have created a favorable excess profits tax position. 
The current yield of 6.6% seems dependable, and as 
Blaw-Knox shares sold as high as 30% in 1946, the 
recent quotation of. 18% appears reasonable. The 
company has no funded debt or preferred stock out- 
standing, and has ample working capital. 

As a leading producer of automobile bodies and 
wheels, the Budd Company in 1950 shared substan- 
tially in the record boom of the automotive industry. 
Aside from these activities, Budd is a major factor 
in the production of stainless steel railway passenger 
cars, and is rapidly introducing a self-propelled single 
passenger car that holds much promise and for which 
initial orders have been received from a number of 
domestic and foreign carriers. While over the long 


term, the company’s business is sensitive to cyclical 
influences, progress in postwar has been marked, 
both as to sales and earnings, and under the semi- 
military economy ahead should not be too seriously 
affected. 

Financially and physically, the Budd Company is 
well fortified to adjust its operations as may seem 
necessary. While volume of motor car bodies and 
wheels may shrink by 30% in 1951, increased arma- 
ment orders and a stable demand for railway equip- 
ment should restrict a corresponding decline in over- 
all sales. Estimated earnings of $6 per share for 1950 
will be pared next year by heavier taxes, more nar- 
row margins and perhaps smaller volume, but a sub- 
stantial cushion to protect conservative dividends of 
$1.50 per share exists. Budd shares at a recent price 
of 17, yielding 8.8%, thus have quite a measure of 
attraction, as the quotation has rather amply dis- 
counted the uncertainties now presented. 

Several factors contributed to hold down the price 
of Pabco (formerly Paraffine Companies) shares 
during 1950. A recent quotation of 173, is still well 
below a high of 28 in 1948 and a peak of 30 in 1946. 
Largely accounting for this circumstance was a pro- 
longed strike in the fiscal year ended June 30, 1950, 
that severely reduced earnings at a time when the 
company was undertaking a $10 million expansion 
program. In order to conserve cash resources, the di- 
rectors lowered annual dividends from $1.20 per 
share to 60 cents. 

Since this project has now been completed and 
should enhance Pabco’s earnings potentials, it seems 
logical that more liberal dividends will soon be paid. 
This producer of linoleums, roofings, wallboards and 
paints has enjoyed remarkably stable earnings for 























| 
Low Priced Stocks — Essentially Sound | 
1950— | 
Estimated | 
Nine Months 12 Months ©————1949 Price Range 
Sales Net Per Net Per Sales Net Per Recent Div. 1950-51 
($ million) Share Share ($ million) Share Price 1950 Yield High Low 
Blaw-Knox . .$ 43.11 $ 1.49 $ 215 $ 66.2 $ 251 187% S$ 1.25 6.6% 1914-1356 
Bliss (E. W.) Co. 15.41 1.19 1.60 20.5 1.08 17% 1.00 5.8 17%-11% 
Bond Stores .............. 34.92 362 175 82.7 1.78 18% 1.00 55 18%-12%6 | 
Brown & Bigelow . 27.8 1.46 2.25 36.0 2.21 12% 1.00 8.2 14%4-10 
eae sean Racca 215.11 4.71 6.00 266.6 4.12 17 1.50 8.8 1834-1256 
Burroughs Adding Machine .. : ‘ 62.01 88 25 82.4 1.50 143% 90 6.2 154-1234 
Carrier Corp. ...... — sete vee 44,91 = 3:25 46.2 2.72 195% 1.00 5.1 2134-1512 
Celotex ...... cost inaks 32.21 1.32 3.034 38.3 1.874 16% 1.00 6.0 21 -13% 
Columbia Gas System .... 111.31 85 1.20 123.8 84 13% WY 4 5.6 14%4-11 
Consolidated Vultee 191.01 2.38 3.35 196.5 1.60 18% 1.0019 §=5.3 19¥2-10% 
International Tel. & Tel. 151.61 1.34 1.50 192.3 Pe i 16 .1510 a 16 - 9% 
Loews Inc. ...........0ssce00e0 178.05 a... 1.535 179.3 1.31 162 1.50 9.1 18%-14% | 
Mack Trucks . : 53.62 042 75 78.3 (d) 2.71 187% : 1934-1156 
Morrell (John) & Co. .... 291.24 ne 1.084 292.7 A 172 .50 2.8 20%-1512 
Mueller Brass .............. 26.91 3.42 4.50 23.9 41 187% 1.50 79 1934-1334 | 
National Container ...... 18.22 682 1.75 31.4 25 11% 75 6.4 113%4- 6% | 
North American Aviation 143.26 wr 2.356 124.7 2:13 17% 1:25 7.0 1856-1056 | 
Pabco Products ............ 25.08 i... 908 31.2 2.14 17% .60 3.4 21 -135 
Pitney Bowes ........ 15.21 1.221 1.75 18.4 1.69 16% 1.00 6.0 19%-14%4 
Radio oCrp. of America 394,71 2.23 2.75 396.1 1.58 17% 1.50 8.7 231%4-12% 
Remington Rand 78.82 1.152 1275 135.9 1.69 1534 £25 7.6 1534-1056 
St. Regis Paper ...... 109.21 1.24 2.00 127.3 91 12% .70 57 12%2- 7% 
Sunray Oil .......... ; 61.71 175 3.00 57.8 2.81 17% 1.00 5.6 18%-10'4 
United Gas .. ; 76.71 112 1.60 92.3 1.43 20% 1.00 49 201-147 
Virginia Elec. & Power 46.11 1.38 1.85 56.2 1.67 20% 1.20 5.8 22 -16%2 | 
(d)—Deficit. 5—Year ended Aug. 31, 1950. 
1_9 months. 6_Year ended Sept. 30, 1950. 
2—6 months. 8_Year ended June 30, 1950. 
4_Year ended Oct. 31, 1950. 9—Gross income for year ended Sept. 30, 1950. 
10_Plus stock. 
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many years past, except in fiscal 1950, 
is well financed and has the most mod- 
ern facilities. Dividends have been 
paid regularly since 1923. The com- } ,<, 


TREND OF LOW PRICED STOCKS VERSUS HIGH PRICED STOCKS 





pany has a favorable tax position. 
Burroughs Adding Machine stock 








at a recent price of 14%%, compared J, 
with a 1950-51 range of high—183%,, 
low—123, seems reasonably priced in 
view of the well established invest- | ,¢, 
ment fundamentals of these shares. 
Dividends have been paid without in- 
terruption since 1895, and for two 
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vears past 90 cents a share has been 
paid annually. On this basis the shares 
yield 6.2%. Because approximately 5 
million shares of stock are outstand- 
ing, per share earnings of this com- 
pany are normally moderate and tend ° 
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to restrict any notable advance in 1942 
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price, although percentagewise the 











swings up or down often have estab- 
lished speculative opportunities. 
_Although 1950 volume was a near record high, 
high wage ratios pared earnings slightly, but not 
enough to prevent payment of a 10 cents extra divi- 
dend at the year-end. Looking ahead, industrial de- 
mand for efficient office machines needed to handle the 
paper work essential under Federal controls, plus 
orders from Government bureaus, should assure high 
level volume. Additionally, Burroughs has just been 
awarded a sizable contract by Washington for preci- 
sion parts that will require full utilization of one of 


rather significantly from their 1950 low of 7%, a 
gain of about 60%. Company is one of the largest 
producers of paper products in the United States, 
besides owning facilities in a number of foreign 
countries. Since few industries will experience a 
heavier demand for their products in the foreseeable 
future than the paper group, the outlook for this 
integrated and experienced manufacturer is bright. 

Firm prices and increasing volume in the last half 
of 1950 lifted earnings to an estimated total of $2 











its newest plants. 


Among sound equities selling below 15, those of 
St. Regis Paper Company at 1215 have advanced 


per share for the year. Since the impact of excess 
profits taxes on St. Regis should be light and sales 
may increase, there isa_ (Please turn to page 478) 



































Low Priced Stocks — More Speculative or Marginal 
— ————1950—_—_—_——__ 

| Estimated 

| Nine Months 12 Months © ————1949 seigipeaadly “asaptoesed Price Range 

| Sales Net Per Net Per Sales Net Per Recent Div. 1950-51 

($ million) Share Share ($ million) Share Price 1950 Yield High Low 

AC F—Brill Motors Co. $ 9.81 $(d) .14 $(d) $ 13.5 $(d) 2.20 5% $ 6\%4- 27% 

| Allen Industries ................. 24.81 2.15 3.00 24.7 L279 10 1.05 10.5% 11%4- 8% | 
Amalgamated Leather ... 3.02 (d) .262 ae 6.6 (d).59 5% 7 5%-3 | 

| American Cable & Radio 15.91 ane A 20.4 (d) .12 7 .20 2.8 84%4- 3% | 

| American Hide & Leather 16.83 718 16.5 51 858 .50 5.8 9 - 47% | 
American Safety Razor . 13.21 53 50 15.3 14 85¢ .25 3.0 9%- 5% | 

| BCS WE e aisssvscconosinese 160.3% ie 137.3 54 7% 50 6.4 9Ve- 5% 
Bell & Howell ...... 11.31 2.15 9.25 13.2 71 1834 1.00 5.3 .9%4-12%2 

| Bridgeport Brass ...... 95.04 3.50° 55.0 (d) 1.36 15/2 1.00 6.4 16%- 7% 
Consolidated Coppermines 3.611 44 Fo fo 29 (d) .01 85e 55 6.3 8%- 3% 
Continental Diamond Fibre 14.51! 1.72 2.50 14.5 1.13 12% As 5.8 13%- 8 
Crown Cork & Seal .. 65.51 97 1.30 82.3 1.22 16% 1.00 6.1 17%-12% 
Diamond T Motor ; 20.0! Py 7 4 .50 21.2 Re fo 17 1.00 5.8 17¥8-14% 
Diveo: ‘Corp. «..<.-..::.; 6.51 1.54 2.25 a2 1.64 15% 1.60 10.1 15%-12% 
Erie R. R. SaA ee ard 210.21 3.00 149.1 93 22% 1.75 7.6 23-10% 
Greyhound Corp. . 138.01 1.05 1.20 184.1 LP y- 12 1.00 8.3 12%- 92 
Heyden Chemical ; 19.8! ¥.05 1.60 26.1 92 1912 80 4.1 1958-1034 
Moore-McCormack Lines . Ld i 2.25 64.9 3.43 17 1.50 8.8 18 -12% 
Mullins Mfg. ....... ie ; 42.11 3.45 5.00 34.1 2.35 1738 Vao 8.9 19 -12% 
Reynolds Spring .. ; 14.7 2.46° 11.4 1.32 11 50 4.5 13%- 8% 
MIMOU) Gocco ete aite 57.34 1.457 41.2 (d) .51 10% 50 4.6 14%- 82 
Sheller Mfg. ... 30.51 3.07 4.00 31.6 3.31 1412 90 6.2 15 -11 
Stewart Warner .... 54.71 2.35 3.15 54.6 1.67 18% 1.50 8.2 21%-12 
Sun Chemical ............ P 27.71 1.28 1.75 35.4 1.18 1 90 8.1 11%4- 8% 

| Youngstown Steel Door 471 592 4.425 9.6 1.05 1958 1.50 7.6 195¢-117% 

| 

| (d)—Deficit. 4_Estimated. 

| 1_9 months. 5—Actual. 

26 months 8—7 months 

3—Year ended June 30, 1950. 7~Year ended Oct. 31, 1950. 

















JANUARY 27, 1951 


447 








—ITS POTENTIALITIES 
UNDER NEW EXPANSION 


By STANLEY DEVLIN 


ee the first half-century of its 
progress as “The Industrial Family that Serves the 
Nation, “United States Steel is about to undertake 
the most ambitous expansion program of its career. 
The vast Fairless Works project to be started in 
the next few months across the Delaware River from 
Trenton, New Jersey, typifies the industrial giant’s 
philosophy of adjusting its operations to meet the 
nation’s requirements. Start on the project is con- 
templated just 50 years after the corporation was 
chartered February 21, 1901. 

Decision to undertake construction of a large 
integrated mill on the Atlantic Seaboard also illus- 
trates what is taking place in this basic industry. 
Responding to the country’s call for additional steel 
supplies, major producers have announced plans for 
adding almost 10 million tons of steel ingot capacity 
in the next two years. Unless full scale hostilities 
should develop in the meantime, the additional out- 
put would come close to satisfying requirements of 
the armament program. Military needs now are 
estimated at from 7 to 8 per cent of the industry’s 
capacity and this ratio may rise to 15 per cent a 
year hence, as work is speeded up on orders placed 
for tanks, trucks, planes, guns, shells, etc. 

In keeping with its dominant position, United 
States Steel is taking the lead in enlarging produc- 
tive facilities. Upon completion, the project at 
Morrisville, Pennsylvania, named in honor of its 
dynamic president, Benjamin F. Fairless, will add 
more than 4 million tons to annual steel capacity 
of the company’s facilities, it is estimated. The 
natural area for distribution is the Middle Atlantic 
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and New England markets, which have been de- 
manding consideration in recent years. 

Located on tidewater, the mill will be ideally situ- 
ated for low cost operation and for export of fin- 
ished products. It is assumed that the new plant 
will use high grade iron ore being developed by a 
“Big Steel” subsidiary in eastern Venezuela, but 
supplies from these new ore properties may not be 
available for a few years and in the meantime other 
foreign or domestic ores may be utilized. 

Although extensive preliminary plans have been 
completed by the company’s engineering staff, it is 
doubtful whether financing arrangements have been 
negotiated. This is the aspect of the venture in 
which financial markets and stockholders are chiefly 
interested. It is safe to say, however, that potenti- 
alities have been explored and it is apparent that 
significant preparations were begun almost a decade 
ago. 

Management Policies 


This view has reference to the management’s 
adoption of a policy aimed at achieving a measure 
of investment stature for the common stock. Encour- 
aging progress has been made in this direction and 
there seems little doubt that an important part of 
the total cost can be raised through issuance of ad- 
ditional common shares or through sale of debentures 
convertible into common stock. 

Management took another decisive step two years 
ago which will aid materially in raising additional 
capital, and that was the unprecedented three-for- 
one stock split which since has become increasingly 
popular among so-called “blue chip issues. By bring- 
ing the shares within reach of a broader list of 
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investors, the groundwork was laid for possible 
financing on a substantial scale. 

In this connection, it seems appropriate to recall 
an observation made almost two years ago in an 
article in this publication discussing prospects for 
United States Steel. The point was made that those 
in charge of the company’s destinies were anxious 
to see the shares more widely distributed among 
permanent investors. The writer added: 

“Toward this end, officers and directors have en- 
deavored in recent years to build for the stock a 
degree of investment standing despite the fact that 
even the best companies in such a volatile industry 
as steel find earnings and dividend stability difficult : 
to achieve. Now that the split has become effective 
and the shares have been brought to a more popular 
price level, management may be expected to strive 
even more earnestly to strengthen its investment 
qualities.” 


Progressive Strengthening of Investment Status 


It will be granted by any unbiased observer that 
further encouraging progress toward this goal has 
been attained. While a generous dividend policy has 
been maintained, management has taken steps to 
strengthen the financial position so as to permit 
continuance of a regularly established rate even in 
periods of declining earnings. As a result, the shares 
have been gaining favor among investors of modest 
means dependent on income. By the same token, 
the shares have lost a certain speculative flavor that 
appeal chiefly to speculators and gave the shares a 
high degree of volatility. 

In the current discussion, greatest stress is be- 
ing placed on “Big Steel’s” expansion program 
rather than on historical aspects of its rise to pre- 
dominance. Any study can scarcely overlook a few 
interesting milestones, however, and mention should 
be made of the fact that in spite of politically in- 
spired criticism, the management is fully cognizant 
of its social responsibilities that go with leadership 
in a vital industry. It is no secret that the manage- 
ment likes to feel it is preserving the high ideals of 
its “patron saint,” Andrew Car- 
negie, in producing essential raw 
materials to satisfy mankind’s ma- 
terial wants. In this connection, it is 
apropos to reproduce another para- 
graph from the article previously 
mentioned : 

“That U. S. Steel is big no one 
can deny. It accounts for virutally 
a third of domestic steel produc- 
tion. The management resents sug- 
gestions that, by reason of its pre- 
dominant position, it gains or ex- 
pects special privileges. Intimations 
that size is a handicap on efficiency 
also are disavowed. Leadership de- 
rived from pre-eminence in indus- 
try demands responsibilities, and 
the corporation’s present manage- 
ment is fully cognizant of its obli- 
gations not only to its stockholders 
and employees, but to the country 
as a whole. While policies must be 
conservative, they cannot be indif- 
ferent to modern social trends.” eS. 

Illustrative of the fact that man- 
agement senses its public responsi- 
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Comparative Balance Sheet Items 





December 31, 








1940 1949 Change 
ASSETS (000 omitted ) 
Cash . ees $ 215,048 $ 210,413 —$ 4,635 
Marketable Securities 36 189,700 + 189,664 
Receivables, Net . 110,565 166,560 “+ ) Soee 
Inventories ..... : 308,985 372,438 + 63,453 
TOTAL CURRENT ASSETS 634,634 939,111 +- 304,477 
Plant and Equipment, Net 1,110,172 1,356,012 + 245,840 


Other Assets 109,780 261,242 -+- 151,462 
TOTAL ASSETS $1,854,586 $2,556,365 -+-$701,779 


LIABILITIES ‘ 

Accounts Payable $ 72,595 $ 221,226 -+$148,631 
Accrued Taxes ... 62,011 204,914 + 142,903 
Other Current Liabilities 28,698 29,128 - 430 
TOTAL CURRENT LIABILITIES 163,304 455,268 +- 291,964 
Reserves ..... ; 86,987 117,540 -+- 30,553 
Other Liabilities 55,613 — 55,613 
Long Term Debt 191,696 65,944 — 125,752 
Preferred Stock 360,281 Ty | er 
Common Stock ... 652,743 870,325 + 217,582 
Surplus ......... 343,962 687,007 -+ 343,045 


TOTAL LIABILITIES $1,854,586 $2,556,365 -+$701,779 
WORKING CAPITAL $ 471,330 $ 483,843 -+$ 12,513 
CURRENT RATIO 3.9 2.0 _ 1.9 




















UNITED STATES STEEL 


Funded Debt: 
Shs.’ $7 Pfd: 3,602,811 - $100 par - 
Shs. Common: 26,109,756 - no par 
Fiscal Year: Dec. 31 


bilities is the wording of the official announcement 
a month ago regarding plans for the new Fairless 
Works: “Responding to America’s call for more 
steel to be used in the defense of democracy, Irving 
S. Olds, Chairman of the Board of United States 
Steel Corporation, today announced the details of 
what is believed to be the largest single expansion 
project ever undertaken by any steel company in 
the history of the nation...” 

It is significant, too, that National Steel Company 
a week or so later announced plans for a new mill on 
the Delaware River south of Philadelphia and other 
large integrated producers completed arrangements 
for enlarging facilities. 
x 





Adjusted 
Price Range 
1929 - 1935 
High — 37% 
Low i 


$65,944, 144 


THOUSANDS OF SHARES - E Estimated 


1942 1943 1945 1946 1947 1948 1949 1950 
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As a result of this bbom—which may gain momen- 
tum if armament requirements grow-it is estimated 
that nearly 19 million tons of capacity will have been 
added for the six years from 1947 through next year. 
Authorities estimate that output of these new facil- 
ities when converted to finished steel would approxi- 
mate 14 million tons, or almost enough to satisfy 
prospective armament requirements this year. It 
appears conceivable, therefore, that the industry 
is approaching the stage where it will be able to 
provide both “guns and butter”’—that is military 
needs as well as civilian raw material requirements. 


Vast Increase in Steel Capacity 


Trade statistics indicate that the nation’s steel 
producers with a present capacity for producing be- 
tween 70 and 75 million tons of finished steel could 
turn out in one year as much raw material as was 
required between 1940 and 1945 in the manufacture 
of 297,000 planes, 86,300 tanks, 2.5 million trucks, 
76,500 ships, 315,000 pieces of artillery, 17.4 million 
rifles, 41 billion rounds of ammunition and 4.2 mil- 
lion tons of artillery shells. Such statistics shed light 
on the size of the task faced by the steel industry in 
complying with requests of military strategists for 
sufficient material to meet the current emergency. 

Completion of the plant near Philadelphia is ex- 
pected to raise U. S. Steel’s capacity of steel ingots 
and steel castings to approximately 36 million tons, 
which would be slightly below one-third of the 
country’s projected capacity of almost 110 million 
tons by the end of 1952. Output for 1950 is estimated 
to have exceeded 30 million tons, or somewhat more 
than 90 percent of capacity. This would compare 
with production in 1949 of about 25.8 million tons 
averaging 82.5 per cent of capacity. On basis of 
estimated national needs, the company should come 
close this year to producing all the steel that can be 
turned out operating at full capacity. 

_ Since volume is a primary determinant of earn- 
ings in the steel industry, it seems apparent that the 
outlook at the start of 1951 is promising. Although 
net profits may be lowered this year as a result of 
increased taxes and higher operating costs stemming 
from wage boosts, there is little doubt that econo- 
mies can be achieved from greater efficiency by 
reason of capacity operations. Earnings also may be 


adversely affected by heavier depreciation charges, 
although this factor is likely to be less noticeable 
this year than it will be in 1952. 

In connection with plans for the new facilities on 
the Delaware River, “certificates of necessity” cov- 
ering a major part of the estimated cost were issued 
by authorities in Washington pursuant to the Act 
of Congress approved as a method of stimulating 
construction of essential plants. This legislation per- 
mits accelerated depreciation ; that is, authorizes the 
manufacturer to write off the cost of the new plants 
in a period of five years. As a consequence, earnings 
subject to federal taxes are reduced by heavier de- 


, preciation charges. In the long run this is beneficial 


for stockholders by reason of the fact that manufac- 
turing facilities are acquired on a more satisfactory 
basis than otherwise would be possible. 

Only scant reference is being made in this discus- 
sion to financial records relating to past earnings, 
dividends and production. Detailed data may be 
found in the accompanying compilations to shed light 
on progress in recent years. This material may be 
used in making comparison with forth-coming year- 
end statements. 

In the absence of year-end statistics, which will 
be released in the next few weeks, it is difficult to 
hazard guesses on results for 1950 and even more 
dangerous to attempt estimates for 1951 which may 
be upset by wage and price regulations issued in 
Washington. It is apparent from figures already at 
hand, however, that profit margins have been re- 
ceding, and it seems logical to expect further deteri- 
oration in ratio of net income to sales. Only the fact 
that the operating rate shows promise of holding 
at a high level offers the hope that results this year 
may compare favorably with the 1950 showing. Net 
profit last year may have approximated $8 a share, 
depending on the severity of year-end adjustments. 
This would compare with $5.39 a share for 1949. 


Recent Earnings Trend 


Earnings for the third quarter showed a return 
of 8 per cent on sales, compared with an excellent 
9.3 per cent for the June quarter. For the first nine 
months, the return was 8.4 per cent on sales, com- 
pared with 7 per cent in the corresponding period 
of 1949. Even the rela- (Please turn to page 470) 





























Long Term Operating and Earnings-Record 
Gross Depreciation 
Sales Depletion Net 
and and Operating Operating Net Profit Div. 
Revenues Obsolesc. Income Margin Income Margin Net Per Per Price Range 
---- ($ million) ---- --%-- ($ million) --%-- Share Share High Low 
1950 (9 months) $ 2,137.9 S 99:2 $ $ 178.8 8.3% $ 6.12 $ 3.451 2464-255 
1949 ... shes aie 2,293.2 120.7 282.5 12.3% 165.9 72 5.39 2.25 2652-20% 
LS rere 148.8 231.4 9.3 129.6 5.2 4.00 1.66 29%-22\2 
a7... sséseeeet ROD 114.4 213.8 10.1 127.0 6.0 3.90 1.66 26%4-2012 
i eee .. 1,485.6 71.4 85.6 5.7 88.6 5.9 2.43 1.33 32%2-21% 
1985 .....; ee . 1,740.4 121.3 84.0 48 58.0 3.3 1.25 1.33 2812-1912 
1946 ........ : ; : 2,082.0 137.8 153.2 73 60.7 a9 1.36 1.33 211%4-16% 
ly! pee ; . 1,973.1 128.8 183.6 9.3 63.4 3.2 1.46 1.33 1934-1534 
ho ST . seisvenechine” On 123.7 261.4 14.0 71.8 3.8 1.78 1.33 1812-14% 
BPMN Ss cocsce dienes basa 1,620.5 95.8 266.8 16.4 116.1 5 3.48 1.33 2312-1534 
MD  sccssnshcsesstonsveonpinesey icesrivsaxossess OOD 71.0 139.6 12.1 102.2 8.9 2.94 1.00 252-14 
10 Year Average, 1940-49 ............ $ 1,879.3 $ 113.3 $ 190.1 10.1% $ 98.3 5.3% $ 2.79 $ 1.45 3212-14 
1 Total payment for 1950. 2 To January 16, 1951. 
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«+ FIVE: : 
HIGH YIELD 
STOCKS 


—That Should Do Well 
In A Defense Economy 


SELECTED BY OUR STAFF 


» 5 increasing section of the investing public 
has become concerned over the varying earnings and 
dividend potentials of concerns that henceforth must 
cope with the cross currents of a garrison economy. 
Growing emphasis on stock selections likely to pro- 
vide relatively stable and adequate income return 
during the uncertain period ahead has highlighted 
the frequent difficulty of making proper decisions. 

So many new elements, such as problems relative 
to changes in output, materials supplies, cutbacks, 
available labor, allocations, profit margins and taxes, 
have entered the equation, that it is small wonder that 
the average investor finds the search for satisfactory 
equities increasingly complicated. Needless to say, 
current conditions suggest that a long list of normally 
desirable stocks with strongly indicated prospects 
of dividend stability has contracted: more than ever, 
selections must be hand picked. 

In order to assist our readers in maintaining sat- 
isfactory investment positions, our research depart- 
ment is constantly engaged in the search for sound 
stocks that should give a good account of themselves 
under prospective conditions. Among numerous 
promising candidates, we have chosen five that in our 
opinion merit confidence along the lines we have dis- 
cussed. In order to provide diversification, our selec- 
tions include ably managed, well financed leaders in 
different fields, all of which for various reasons ap- 
pear well situated to surmount whatever problems 
may arise. The average yield on these stocks is bet- 
ter than 6%. 

On this and following pages, we present statisti- 
cal data, charts and brief comments on each of these 
companies, as supporting evidence for their selection. 
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ALLIED STORES Ls 
Price Range 
1929 - 1935 
—s High — 562 
——jlow - § 


t.' Stores 


Long Term Debt: $23, 500,000 ——_—_ 
Shs.’ 4% Pfd: 209,717 - $100 par—— 

Shs. Common: 2,107,922 - no par_—j—— 
scal Year: Jan. 31 - 


1 
is 


1939 1940 1941 1942 1943 | 1944 1945 1946 | 1947 1948 
8.52 | 6.20 | 7.1 


ALLIED STORES CORPORATION 


BUSINESS: Company operates the largest department store chain In the 
United States, with important units located in twenty states. 


OUTLOOK: With strong assurance that disposable income in 1951 will 
exceed $200 billion, due to high employment and increased wage rates, 
demand for the broad variety of goods distributed by Allied Stores may 
reach record proportions. During the first half of the current year, a fairly 
ample supply of merchandise should sustain volume, although gradually 
many durable goods will become more scarce. While the shortage of hard 
goods will have an adverse affect on sales in the final half of 1951, Allied 
Stores’ volume of soft goods always predominates in over-all operations, 
and should substantially increase in a period when customers find such 
items as home appliances hard to find. All signs point to firm prices In 
1951, thus suggesting that the influence of markdowns on inventories will 
be minimized, and that satisfactory operating margins will be maintained 
on large sales. As the company has carried on an extensive modernization 
and rebuilding program over the past five years, it is well situated to 
attract new trade and to operate more efficiently. Volume of $427.6 million 
for 12 months ended October 31, 1950, was 4.7% above the year before, 
and after income taxes at the increased rate, net earnings of $6.27 per share 
compared with $5.53. $1.94 cents a share was earned in the October 
quarter alone. While the 45% normal and surtax rates now effective will 
tend to pare earnings, Allied Stores has a favorable position as to excess 
profits taxes. The company is strongly financed. 


DIVIDENDS: Since 1942, payments have been uninterrupted and have risen 
from an annual rate of 45 cents a share in that year to $3 in 1949-50. The 
75 cents quarterly rate should be amply covered by earnings. 


MARKET ACTION: Recent price—45, compares with a 1950-51 high of 45%, 
low—32'2. The current yield is 6.7%. 


COMPARATIVE BALANCE SHEET ITEMS 





January 31 

1940 1950 Change 
ASSETS (000 omitted) 
Cash , $ 2,164 $ 7,146 +$ 4,982 
Receivables, Net : : 17,483 61,298 + 43,815 
Inventories , Paice 17,391 52,127 + 34,736 
Other Current Assets Rn nont ee sah MSS 391 7,984 + 7,593 
TOTAL CURRENT ASSETS 37,429 128,555 + 91,126 
Plant and Equipment shes 42,455 44,768 + 2,313 
Less Depreciation es casubcusidnaniceaanettea teases 8,401 10,060 + 1,659 
Net Property ee nidiiadialekecntiien an 34,708 + 654 
Other Assets et 1,928 7,514 + 5,586 
TOTAL ASSETS $ 73,411 $170,777 +$ 97,366 
LIABILITIES 
Accounts Payable pcceensaias $ 5,913 $ 17,802 +$ 11,889 
Accruals bes : : 2,279 6,502 + 4,2 
Accrued Taxes ..... See eae 1,919 12,682 + 10,763 
TI BINNIE Sicsdiiscvcntdcccinscncccncce WE 36,986 + 26,875 
Reserves ................ eedicvspteceehistasanes Msdetaekes 2,441 — 2,441 
Funded Debt ...... pO een ae died ... 20,733 23,500 + 2,767 
Preferred Stock 22,890 20,972 — 1,918 
Common Stock : . PAL a CEE 1,817 2,108 291 
Surplus ............. OREN ME eM IRI 87,211 + 71,792 
TOTAL EUABIRITIRS «uo. cicscscccccsescccscss.ccscceos. GTRAUS $170,777 +$ 97,366 
WORKING CAPITAL ....000000.0000.00..00... $ 27,318 $ 91,569 +$ 64,251 
IRIN INNO coc sein cccdechececes ccacecnevssecadcrens 3.7 3.5 = 2 

4s1 
























































































































































































































































































































































































































BEA ATRICE FOODS BRY I T _pomEs & LAUGHLIN JL 
ee BS Hae ons EES CRE SET 
RD ES: ERS i RO SEB 1 iran Adjusted a 5 ig < Ce ae: Fa (i ae ee a 
t Dairy / Products} | Price Range 0 righ 1936-36 | incl. 1258 = 2 ee ao 
a + 1929 - 1935 = t + +-— iat | Steel F 
Tt + t ——— | | High — 65% L = t t = tT ; 
er Si I | — jt" _= 38 ms 35 Funded & be Term Debt: $100, 461, 497 t : — 
i t t t tt Q Shs." $5 Pfd. 293,568 - $100 par ca 
} y Fake = Shs. Common: 2,600,327 - no par Be 
ee are : { Fiscal Year: Dec.” 31 t 
I I 5 a ¥, 30 at t I T TT Twi 8 
i t i a im T T za mu | T Tt 
oe | i! it | T I iu 
I T i a T i TT ia = 
Pu rn 4} + 25 |J-— I | J i 
T Titty tT oe © T T ao tT T = 
| a aL if 3 | | i va ai 
ti ~— | + eS: 
T + | — esi 
ty = t ey at ryt = 
tt ; heme apa Funded Debt: None 
‘ > ts.” $3.37% Cv Pld: 53,694 - $100 par}— 
Le A a RR EES Tye 1,023, 584 - $12.50 par 
t — +Fiscal Year: Feb.’ 28 
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t - THOUSANDS OF SHARES ————}——__;—_—__}—_ 
eis I Sa + 30 | J T | | ar 
+ I 5 oe i. = t_ 1% it att Hit tt itt : Hi 
sail ahinaa Maal liaat atafaaasaanacallfsanal on aatalisataraalatslalall tate, bisa adehsl Matta ciliathaabatemal baat sauna satis 1 hetciati latte ote A 
1939 1940 | 194! | 1942 1943 | 1944 19485 | 1946 1947 1948 1949 1950 1939 1940 1941 1942 | 1943 | 1944 | 1945 L 1946 C1 194 + | 1949 19 
1,95 | 1.59 | 1.85 | 1.58 | | | 1.48 | 2,64 15.01 | 3,39 | 4.50 [5,22 | Ft 39 | 5.60 | 10,04 | 4,35 | 4.38 | 3.14 [2.01 | 3.75 | 7.17 [2.01 | 7,50 |E 129 
1,00 | 1,00 | 1.00 | .873!/ har] 1.023 | 1.028 | 1,028 | 1,75 | 1.25 [1.50 [3,00 [vf - = 1.35 | 2.00 [2.00 | 2.00 [2.00 | 2.00 | 2.00 ng 00 |? 2.60 
3 106 1a-7 110.1 15 1113 | 12.2 114.6 116.41 19.0 119.4 bmewswillas.a | 60.5 [67.1 | 78.0 | 86.0 | 79.0 | 89.2 | 82.9 [| 88.8 | 107.3 | 96.4 








BEATRICE FOODS COMPANY 


BUSINESS: Company in point of volume ranks third in the dairy industry, 
processing all kinds of milk products, poultry and various frozen foods. 
Principal markets are in the Midwest, though some items are sold from 
coast to coast. 


OUTLOOK: Beatrice Foods is well situated to compete in markets where it 
has increasingly become entrenched in the course of more than 60 year’s 
experience. The “Meadow Gold” brand name of many products processed 
by the company is favorably known in households all through the territory 
served. Because of their essential character, these items should experience 
increasing demand commensurate with population growth and expanding 
national income. In order to tap local supply areas, more than 90 process- 
ing plants are located in 15 different states, and these are served by 


JONES AND LAUGHLIN STEEL CORPORATION 


BUSINESS: Company is next to the largest steel producer in the Pittsburgh 
district, and fourth in size in the country. Present annual ingot capacity 
of 4.85 million tons will probably be expanded to 6.4 million tons by 1952. 


OUTLOOK: With the Defense Program creating an almost unlimited de- 
mand for steel for several years to come, this well-established concern Is 
certain to operate at full and increasing capacity in the foreseeable future. 
Completely integrated operations, from the mining of coal and ore to the 
fabrication of finished and semi-finished steel products, will enable the 
company to utilize efficiently its facilities in line with military requirements. 
During postwar, Jones and Laughlin has already spent $147 million for 
plant improvements and in the next two years plans additional outlays of 
$228 million. The National Security Resources Board has already granted 





about 2200 cream buying stations in a much broader area, while a b 
of modern cold storage warehouses are profitably operated. Evidence of 
vigorous growth is shown by volume of $190 million in fiscal 1950, ended 
February 28, compared with $63.6 million in 1940. The company’s turnover 
is so rapid that inventory loss potentials are limited, but margins tend to 
vary somewhat, depending on the relation of farm product costs to those 
of finished items. In the nine months ended November 30, 1950, volume of 
$152 million was about 4.7% higher than the year before, but high cost 
of materials and increased taxes reduced net earnings to $2.45 per share 
compared with $2.87 the year before. Because of exceptionally high earn- 
ings in the 1946-49 period, however, the company will have a very high 
exemption base in figuring excess profits taxes. Beatrice Foods has no 
funded debt; about 53,000 shares of preferred stock are outstanding. 


DIVIDENDS: With the exception of 1933-34, dividends have been paid 
regularly since at least 1923. Quarterly dividends of 50 cents seem secure, 
and on January 15, 1951, an extra of 50 cents was paid. 


MARKET ACTION: Recent price—34 compares with a 1950 range of high— 
347, low—29%. The indicated current yield is 7.4%. 


COMPARATIVE BALANCE SHEET ITEMS 


February 28 

1940 1950 Change 
ASSETS (000 omitted) 
Cash $ 5,060 $ 9,978 +$ 4,918 
Receivables, Net 3,550 rf + 4,100 
Inventories ........ . 2,369 5,345 + 2,976 
TOTAL CURRENT ASSETS 10,979 22,973 + 11,994 
Plant and Equipment 30,383 37,711 4 7,328 
Less Depreciation 18,090 19,723 + 1,633 
Net Property 12,293 17,988 + 5,695 
Other Assets . 98 610 - 372 
TOTAL ASSETS $ 24,254 $ 41,571 +$ 17,317 
LIABILITIES 
Accounts Payable $ 485 $ 2,373 +$ 1,888 
Accruals 35 459 + 424 
Accrued Taxes 871 707 oo 164 
TOTAL LIABILITIES 1,391 3,539 + 2,148 
Other Liabilities 54 98 + 44 
Reserves 500 a 500 
Preferred Stock . 9,661 5,369 — 4,292 
Common Stock . 9,453 12,794 + 3,341 
Surplus 3,695 19,271 + 15,575 
TOTAL LIABILITIES $ 24,254 $ 41,571 +$ 17,317 
WORKING CAPITAL $ 9,588 $ 19,434 +$ 9,846 
CURRENT RATIO 7.8 6.5 — 13 
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per to amortize $84 million of these facilities within five years, a 
step that will permit substantial tax savings. General Motors also has loaned 
the company $28 million to expand its Cleveland plant and will buy most 
of is output. Jones and Laughlin are strongly financed and an authorized 
increase in bonded debt to $180 million should aid in providing funds for 
a substantial portion of the expansion program. Net earnings of $9.76 per 
share for nine months ended September 30, 1950, did not allow for re- 
troactive excess profits taxes, but the company has a relatively sheltered 
position as to EPT. Net earnings close to $13 per share seem likely for 
full 1950. The outlook for continued high level earnings is quite encour- 
aging, although a moderate decline may occur because of the tax impact. 


DIVIDENDS: Shareholders have received dividends with regularity since 
1941. The directors declared quarterly dividends of 65 cents a share 
through the first three periods of 1950 and 80 cents in the final quarter, 
or a total of $2.75 per share. 


MARKET ACTION: Recent price—52'2 compares with a 1950-51 range of 
high—53%, low—27%. The yield on dividends declared in 1950 is 5.2% 
but income return should exceed 6% on prospective 1951 declarations. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
940 1 





949 Change 
ASSETS (000 omitted) 
Cash $ 15,427 $ 36,639 i fy 21,212 
Marketable Securities 19,947 19, ‘947 
Receivables, Net 17,226 29,140 tT W ‘914 
Inventories .... 47,743 61,414 a 13,671 
TOTAL CURRENT ASSETS 80,396 147,140 + 66,744 
Plant and Equipment 257,218 434,207 + 176,989 
Less Depreciation .. 103,233 207,075 + 103,842 
Net Property ......... 153,985 227,132 + 73,147 
Other Assets 6.097 6,826 — 729 
TOTAL ASSETS $240,478 $381,098 +$140,620 
LIABILITIES 
Accounts Payee $ 5,681 $ 17,752 +$ 12,071 
Accruals .... 5,954 12,929 a 6,975 
Accrued Taxes ............ 7,249 20,036 + 12,787 
TOTAL CURRENT LIABILITIES 18,884 50,717 + 31,833 
Reserves ...... Bt 3,488 1,605 — 1,883 
Other Liabilities ae 2,739 4,250 + 1,511 
Funded De' 42,224 60,461 + 18,237 
Preferred Stock 58,713 29,356 — 29,357 
Common Stock .. = Bs shee 57,632 103,937 + 46,305 
Surplus ........... sw oe 56,798 130,772 + 73,974 
TOTAL LIABILITIES Dries 5. $240,478 $381,098 -+$140,620 
WORKING CAPITAL |... § 61,512 $ 96,423 +$ 34,911 
CURRENT RATIO 42 2.9 —- 13 
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PACIFIC MILLS 


BUSINESS: Company is one of the leading textile manufacturers, and has 
operated for a full hundred years. Production is well diversified, including 
fabrics made of cotton, rayon and wool. 


OUTLOOK: During 1950, volume and earnings of Pacific Mills gained 
sharply as the year progressed, especially in the last half year when scare 
buying by consumers and inventory accumulation stimulated demand fol- 
lowing Korea. At the start of 1951, there is evidence that demand for all 
the products of this company will continue strong through the first half 
year at least, and quite possibly through all of 1951. In support of this 
surmise, it is understood that backlog orders of Pacific Mills are unusually 
large and assure active operations for many months to come. This is only 
natural in view of expanding military orders for cotton and wool fabrics, 
the increasing civilian demand occasioned by large amounts of disposable 
income, and the likelihood that shortages of durable goods will channel 
available purchasing power into soft goods of every description. As prices 
should continue firm, although thus far they have not kept abreast with 
rising costs of wool and cotton, the company’s margins on large sales 
should permit satisfactory profits. Volume of 89.9 million for nine months 
ended September 30, 1950 was stated as about a third higher than the 
year before. Net earnings of $6.76 per share in the period cited indicate a 
possible $9.20 for the full year, as large earnings in the 1946-49 period 
probably created exemption from retroactive excess profit taxes effective 
from July 1, 1950. This factor should tend to stabilize earnings in the 
current year also. 


DIVIDENDS: In the past ten years no interruption of dividends has oc- 
curred. During 1950, quarterly dividends of 50 cents a share were supple- 
mented by a year-end extra of 50 cents plus a 5% stock dividend, cash 
payments totaling $2.50 per share. 


MARKET ACTION: Recent price—45 compares with a 1950-51 high of 48 
and a low of 28%. The current yield is 5.6% and should be improved in 
1951, since dividends could readily be lifted in line with sharply higher 
earnings. 


COMPARATIVE BALANCE SHEET ITEMS 


Dec. 28 Sept. 30 

1940 1950 Change 
ASSETS (000 omitted) 
Cash $ 1,026 $ 4,040 +$ 3,014 
Marketable Securities 384 + 384 
Receivables, Net . 7,188 14,291 7,103 
Inventories ....... 12,729 36,583 23,854 
TOTAL CURRENT ASSETS 20,943 55,298 + 34,355 
Net Property ...... 10,682 28,834 + 18,152 
Other Assets ...... 518 1,187 r 669 
TOTAL ASSETS $ 32,143 $ 85,319 +$ 53,176 
LIABILITIES 
Notes Payable $ 8,125 $ 1,000 $ 7,125 
Accounts aiid 1,736 10,688 4 8,952 
Accruals 331 1,817 + 1,486 
Accrued Taxes 256 3,562 ' 3,306 
TOTAL CURRENT LIABILITIES 10,448 17,067 t- 6,619 
Reserves .... 2,000 + 2,000 
Capital Stock 19,806 22,887 3,081 
Surplus .... : 1,889 43,365 + 41,476 
TOTAL LIABILITIES $ 32,143 $ 85,319 +$ 53,176 
WORKING CAPITAL $ 10,495 $ 38,231 +$ 27,736 
CURRENT RATIO 2.0 3.2 1.2 
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SEABOARD AIR LINE RAILROAD 


BUSINESS: This well known carrier operates 4146 miles of track, traversing 
the Atlantic seaboard from Norfolk and Richmond through Florida, with 
numerous connecting lines that serve adjacent territory. 


OUTLOOK: Since a complete reorganization in 1945, Seaboard Air Line 
R.R. has made strides in improving its lines and equipment, and with 
largely scaled down indebtedness has substantially increased the amount 
of earnings available for common stockholders. Both physically and finan- 
cially, the road is now in good shape to operate in the rapidly growing 
industrial and agricultural territory it serves. Economies have been effected 
through the purchase of more than 270 Diesel locomotives that haul the 
bulk of freight and passenger traffic. As the Defense Program expands, 
traffic of all kinds will likely increase as in World War II, when the South 
attracted many training camps. Meanwhile, demand for many types of 
freight originating in the Southeast, such as cement, phosphate rocks, 
cotton goods, pulp and paper, lumber, farm products and fertilizers, 
promises to increase steadily. During 1950 alone, Seaboard Air Line has 
ordered more than $16 million worth of new locomotives and cars to handle 
a prospective increase in traffic more efficiently. During 11 months ended 
November 30, 1950, operating revenues of $121 million were 9% above 
the same 1949 period, and aided by increased operating efficiency, net 
earnings advanced sharply to $7.70 per share from $2.40, but without 
allowing for excess profits taxes. In common with most of the railroads, 
though, this road is well protected against EPT by its heavy capital invest- 
ments. The outlook for the company in 1951 is bright. 


DIVIDENDS: Since 1948, when an initial payment was made, quarterly 
dividends have been maintained. The quarterly rate was raised to 75 cents 
in September and an extra of 50 cents was paid in December, making a 
total of $3 per share for 1950. 


MARKET ACTION: Recent price—48 compares with a 1950-51 range of 
high—50, low—20. The current yield is 6.3%. 
COMPARATIVE BALANCE SHEET ITEMS 

December 31 

40 1949 Change 
ASSETS (000 omitted) 
TOTAL CURRENT ASSETS 12,030 39,566 + 27,536 
Property 268,311 355,710 + 87,399 
Reserve for Deprec. & Amort. (CR) 165,508 + 165,508 
Investments 30,743 9,125 — 21,618 
Capital and other reserve funds 25,542 + 25,542 
Other Assets .. 2,447 5,490 + 3,043 
TOTAL ASSETS $313,531 $269,925 -$ 43,606 
LIABILITIES 
TOTAL CURRENT LIABILITIES S$ 6,798 $ 26,115 +$ 32,913 
Accrued Depreciation 28,418 28,418 
Other unadjusted Credits 8,805 8,319 486 
Other Liabilities 1,476 305 — 1,171 
Matured interest in Default 78,672 — 78,672 
Receivers Certificates 33,266 — 33,266 
Funded Debt 113,310 106,487 6,823 
Long Term Debt in Default 39,452 39,452 
Preferred Stock 23,931 15,000 - 8,931 
Common Stock 61,179 85,000 + 23,821 
Surplus (d) 81,776 28,699 - 110,475 
TOTAL LIABILITIES $313,531 $269,925 —$ 43,606 
WORKING CAPITAL $ 5,232 $ 13,451 4+$ 8,219 
CURRENT RATIO 1.7 1.5 _ 2 


(d)—Deficit. 
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By ROGER CARLESON 


W saespread and increasing optimism over im- 
proved railroad earnings has stimulated speculative 
interest in all classes of rail securities, particularly 
since Korea. While naturally enough, common stocks 
of the carriers have occupied a front stage and their 
high grade bonds have advanced moderately in price, 
many of the long laggard preferreds and secondary 
bond issues have come to life in a surprising manner. 

To the average investor and businessman, railroad 
operations are so complex and so sensitive to peri- 
odic changes in the relation of income to outgo, that 
with the exception of underlying bonds whose low 
yield render them unattractive to other than insti- 
tutional buyers, common stocks hold the main appeal, 
and at that generally as speculations. Between these 
two media, though, has been a much neglected group 
of senior securities which for certain reasons have 
attracted minor attention. Because of this neglect, 
some unusually attractive yields have been obtain- 
able on railroad preferred stocks compared with those 
on industrial issues, while the income from numerous 
secondary bonds in the railroad division has often 
been quite generous also, usually for obvious reasons. 
Confidence in the general railroad situation of late, 
has extended to the investment and speculative op- 
portunities of many individual securities of the fore- 
going types. 

The long list of American railroads that were 
forced in receivership in the 1930s cast a shadow 
over the entire group which has taken a long time 
to give way to a brighter hue. It has taken years to 
reorganize a sizeable portion of these lines and to 
prove the ability of the revamped systems to progress 
satisfactorily in the face of mounting costs. In the 
process of major readjustments of debt and capi- 
talization, however, many of the reorganized roads 
have emerged with such greatly reduced interest 
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charges that their chances of 
coping with any seriously re- 
cessive economic period have 
been greatly enhanced. 

In addition to this basic ad- 
vantage, broad scale acquisition 
of cost savings Diesel powered 
locomotives, new freight cars 
and improvements to lines have 
effected operating economies. 
The entire program, aided by 
periodic boosts in freight rates 
by the ICC, has been quite 
healthy, and only the assurance 
of ample and well sustained vol- 
ume is needed to make it in- 
creasingly effective. For some 
time to come, this assurance 
now exists. 

In the circumstances, the 
safety factors of most secon- 
dary railroad bonds have meas- 
urably improved, and in many 
cases earnings in recent years 
have tended to cover annual in- 
terest charges by an increasing 
spread. The situation has be- 
come quite different from ear- 
lier years when total debts were 
often several times as large as 
now and bond indentures were 
unduly rigid. Even among the 
systems that have come through 
with no readjustments in their bond provisions, heavy 
retirement of outstanding debt by utilization of re- 
tained earnings in the past decade has strengthened 
the status of the secondary bonds, and the advance 
in their prices during the last six months has been 
impressive. 

Main speculative interest, though, has centered on 
quite a long list of income bonds of late. Securities 
of this type have mostly been created by reorganiz- 
ations, and were designed to alleviate the burden of 
fixed charges in lean times. The terms under which 
they were issued vary so widely that in a brief dis- 
cussion such as this, it is impractical to go into details 
of the individual bonds. In all cases, however, the 
interest has to be paid if earned, and in some in- 
stances the management has authority to pay it even 
if not actually earned. 


Income Bonds 


As a general rule, interest on railroad income bonds 
is paid once a year, after earnings for the period 
have been fully determined. Because of this factor, 
income bonds are usually traded “flat,” rather than 
with accrued interest as with ordinary coupon bonds, 
although this is not always the case. Investors have a 
technical advantage in acquiring the bonds on a “flat” 
basis, because interest accrued prior to purchase can 
be considered as a return of capital rather than tax- 
able income, and serves to reduce the cost. If profits 
are taken later on, though, the capital gains tax will 
be correspondingly increased. 

Now that a large volume of military output will be 
added to civilian goods traffic, railroad gross reve- 
nues from overall freight and passenger traffic should 
continue to expand. While operating costs may rise 
and taxes will restrict earnings gains, profits should 
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cu Statistical Data on Railroad Preferred Stocks | 
d Preferred Dividends 
a a Div. —————— (Times Earned) —————— Paid Price Range 
10n Accumulations 9 months in Recent 1950-51 
red Provision 9/30/50 1949 1948 «1947 1950 Price Yield High Low 
ars Atchison Topeka & Santa Fe......$ 5.00 None 4.92 3.98 4.83 3.78 $5.00 110 45% 111% 103% | 
Ave Baltimore & Ohio ...................0.. 4.00 None 1.38 94 1.10 96 5.001 43 9.3 43 17% | 
ies. Chesapeake & Ohio ................ 3.50 cr. Felly 3.65 1.86 4.16 3.97 3.50 89 3.9 90% 7% | 
" Chicago Milw. St. Paul & Pacific 5.00 None 1.13 88 % 1.06 7.00 53% 9.3 53% 27% | 
Y Chicago North Western............ 5.00 cr. Ext. Earned .60 60 1.20 1.04 5.15 43% 11.3 44% 27% | 
tes Chicago Rock Island & Pacific... 5.00cr. Ext. Earned 2.79 3.03 2.75 2.40 5.00 90% 5.5 90'% 77 | 
ite ee RG pen Aa 5.00 To $15.00 1.27 1.21 1.89 1.27 5.00 69% 7.1 70% 51% | 
nce Gulf, Mobile & Ohio....... .. 5.00 Ext. Earned 2.29 1.47 1.91 1.18 5.00 66 7.5 67 49 
Illinois Central ............. ce. 6.00¢r. None 2.54 2.31 2.73 2.17 6.00 971% 6.1 99 8214 
ol- Kansas City Southern ................ 4.00 None 270 2.95 3.54 2.60 4.00 68% 58 70% 57% | 
in- Missouri-Kansas-Texas .... 7.00 Felly 1.08 1.03 1.24 0.77 : 54% 54% 21% 
me N. Y., New Haven & Hartford . 5.00 cr. Ext. Earned 1.18 1.01 1.25 75 5312 54% 28% 
Norfolk & Western ..............00.. 1.00 None 10.28 8.11 14.66 12.81 1.00 2812 3.5 2812 24% 
— Reading 2nd Pfd.................... 2.00cr. None 172, 138 «=—«1.96-—t—«*i2* 200 354 56 3514 30 
St. Lovis-San Francisco : . 5.00cr. Ext. Earned 2.35 v.27 1.49 1.32 5.00 62% 7.8 63 42' 
the Southern Railway oo... 5.00 None 1.82 1.56 2.03 1.57 5.00 68% 7.3 70 53% 
on- MIG INE cc cin sen csesvesccncaverceses 2.00 None 6.44 549 7.13 5.28 2.00 50% 3.9 54 50 
pail 1—Including $1.00 from 1949 earnings. 
ny 
Ars 
in- 
ng at least cover the interest charges of most systems mid-1950. Despite the very marked advance in quo- 
be- by the present indicated margin, if not more amply. tations, however, the average present yield is close 
ar- To some extent also, practically all of the railroads to 6% and on some issues somewhat higher. Consid- 
ere should experience larger volume in the forseeable ering that all of these bonds are senior to preferred 
as future. and common stocks, it is obvious that their specu- 
ore Of special interest to holders of secondary rail lative potentials have by no means been exhausted. 
the bonds is a provision in the new tax law that railroad In their appraisal, though, close study of the indi- 
gh earnings after taxes may come to 6% on invested vidual issue is essential, since the problems and pros- 
WY capital, including a major portion of borrowed funds. pects of the different railroads vary incisively. 
re- The impact of excess profits taxes, accordingly, will The apathy of investors towards railroad preferred 
ed be greatly moderated in the case of most lines. This stocks has been marked for a long time. This in part 
ace factor should benefit a number of the railroads whose because many of these senior stocks lack the specu- 
en earnings still cover interest requirements on their lative appeal of their respective equities, and partly 
secondary bonds by only a scant margin, as it will because they often represent the offspring of reor- 
on be possible to establish gradually a better spread if ganizations and have had only limited time to prove 
ried their operating earnings improve. their merits under changing economic conditions. 
1Z- On the appended table we have listed a number The relatively high yields on these issues indicates 
of of secondary bonds that differ considerably in qual- considerable uncertainty over dividend stability and 
ich ity, as well as in their respective terms. Of special the frequently narrow margin between earnings and 
is- interest is evidence of a broadly sustained rapid rise dividend requirements. As a rule, they are considered 
- in their prices, most of which has occurred since fair weather investments, (Please turn to page 472) 
he 
in- 
en | 
Statistical Data on Secondary Railroad Bonds | 
Fixed Charges & Price Range 
Conting. Interest Recent Yield* 1950-51 
ids (Times Earned) 1950 Price % Low High | 
od Baltimore & Ohio R.R. Ref. & Gen. Mtge... , n 5% “G" 1995 1.54 10 months 82% 6.0% 55 82% | 
or, Boston & Maine R.R. Inc. Mtge. ............ LEER SON ee RR  AYas “A” 1970 1.60 10 months 662 6.7 44 67% | 
an Central of Georgia Ry. Gen. Mtge... : Ys “BY 2020 1.42 10 months 75% 59 39 75% | 
ds Chicago & Eastern Ill. R.R. Gen. Mtge. inc. conv......... S wie 8 1997 2.52 10 months 76 6.5 36 77% | 
2 - Chicago Indianapolis & Louis Ry. 2nd Mtge... Miser dea 4s inc. “A” 2003 2.47 10 months 68% 6.5 4012 69 
” Chicago & North Western Ry. 2nd Mtge. conv. inc. AYos 1999 1.45 10 months 70% 6.4 504 71% 
it Denver & Rio Grande West. R.R. Inc. Mtge... wr conting. int. 2018 2.24 10 months 85% 5.3 65 8612 
an iether Geena TWA Ol ON ooo occas cs occ cceinc Don aos cdeddciuncieceeasstscassiges Se “At 1974 Be 7. 10 months 82 “ 59 82% 
\X- Lehigh Valley R.R. Gen. consol. Mtge. ssceseisance Ee SUAS CONEs. ane 2003 1.59 10 months 70 6.5 365% 70 
its || Missouri Pacific RRv.......ccccccccccesccee eee Pa Renee: ‘Convert. gold 5%s “A” 1949 1.751 10 months 66% os 33% 69 
ill Pi UPAN Es orcOe eaIN LIA BR Reece sscs cacao vaodesi ccencaceasodcztcecersteveratoas Refund. & impt. 5s “’C”’ 2013 1.571 10 months 852 59 64% 88% 
i nthe See ye a LTT: Income 4s 1990 2.371 months 39 10.2 14% 40 
St. Louis-San Francisco Ry Second Mtge inc. 42s “A” 2022 2.53 10 months 84 5.3 55 84% 
be Pao ocecccedacaaskanbieuaseodsancaavecouss First 4s guaranteed 2361 paced 68% 5.8 56 70% 
ye- WHIRGEnSEe OTP GN BGs «cs cic eesinncsescecsnnesereccese Sup. & Dul. div. & term first 4s 1936 1.711 10 months 67 L 40 70 
ld *—Yield to maturity, except in bonds selling flat. 2—None during reorganization. 
Se 1_Fixed charges only. 
ld 
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By J. S. WILLIAMS 
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Edis again the na- | 
tion’s banks have ended a | 
year with virutally no clos- 
ures, with increased de- 
posits, a large proportion of 
riskless assets, and with net 
earnings moderately higher 
than in the year before. 
Since a slight uptrend in 
dividend payments has also 
developed, the investment 
appeal of bank shares has 
continued to gain strength. 

At the beginning of 1951, 
the country’s progressive 
advance into a semi-war 
economy is bringing some 
necessary changes in bank- 
ing operations, but despite 
new restrictions and rather 
broad adjustments in earn- 
ing assets in coming 
months, there is fairly 
strong evidence that bank 
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bonds reported as $10.1 bil- 
lion on December 31, 1949, 
$8.6 billion held at the end 
of last year were 15.4% 
less. This is interesting to 
note, because U. S. Govern- 
ment securities in the port- 
folios of these important 
banks are now the small- 
est in amount since the end 
of World War II. 

In relation to total re- 
sources, Government bonds 
now account for 30.1% 
compared with 52.1% at 
the close of 1945. In the 
same period, though, cash 
holdings rose to 27.5% 
from 26% and loans to 
34.1% from 28.9% relative 
to total resources. On bal- 
ance, the liquidity of the 
banks remains unimpaired, 
although income from their 
earning assets has substan- 
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earnings generally should 
continue on an even keel. 
In 1950, profits of the big New York City Banks 
averaged about 5% above 1949, and in other sections 
they improved somewhat more. While it is possible 
that increased taxes and stiffened reserve require- 
ments may be restrictive factors in the current year, 
new advantages could be an effective offset. 

Following Korea, deposits and loans of the larger 
banks rose substantially, chiefly due to larger busi- 
ness borrowings by industrial and commercial con- 
cerns, finance companies and others in connection 
with the speed-up in inventory accumulation. Dur- 
ing all of 1950, combined loans and discounts of the 
fifteen largest banks in New York City rose to $9.7 
billion, up $2.2 billion since the end of 1949. In the 
final half of the year, business loans increased con- 
sistently in every week except two, and as interest 
rates had firmed to 214,%, operating revenues from 
this source consequently improved. Deposits of these 
large banks, whose capital represents nearly a 
quarter of total bank deposits in the United States, 
aggregated $25.9 billion at the end of the year, or 
$2.2 billion higher than the year before. 

In order to bolster their supply of lendable funds, 
the banks last year disposed of sizable amounts of 
Government securities, mainly short term, low rate 
issues. In contrast to total holdings of Government 
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tially improved. With al- 
most a third of holdings in- 
vested in riskless securities, 
the position of the banks remains indubitably strong 
—indeed impregnable in most cases. 


Other Shifts in Investments 


Other constructive factors affecting bank progress 
have appeared in more than one way. For one thing, 
the institutions have invested more heavily in tax- 
free state and municipal bonds in recent months in 
substitution for quite a large amount of taxable gov- 
ernments. Aside from this and a slight rise in rates 
for commercial loans, the Treasury Department also 
upped the rate on bills to 1.88% in recent months 
compared with an average of 1.102% in 1949. De- 
spite the burden of retroactive taxes and slightly 
higher salary costs, accordingly, the New York City 
banks last year managed to earn 6.18% on their cap- 
ital accounts compared with 5.99% in 1949. Higher 
loan rates outside of New York enabled members of 
the Federal Reserve System as a whole to earn as 
much as 9% on their capital. 

In reflection of their improved earning power, the 
New York City banks last year distributed about 
62% of their earnings as cash dividends and the 
amount involved was approximately 10% more than 
in the preceding year. Additionally, a few banks 
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declared some stock dividends. 

The banks presently are faced with the problem 
of how to restrain credit inflation from getting out 
of hand. Prominent in this respect was the recent 
move of the Federal Reserve Board, increasing re- 
serve requirements by $2 billion. This step in turn 
will deter a further expansion of $12 billion in poten- 
tial lending power, but the immediate effect is to 
force the banks to liquidate a large amount of in- 
come-bearing securities and to freeze the proceeds 
into unproductive cash. 


Reserve Requirements Might be Upped Further 


As applied to the New York City banks, this should 
result in the elimination of income from more than 
$400 million investment holdings, but fortunately 
these include mainly low rate, short term Govern- 
ment issues. Looking ahead, the FRB might think it 
necessary to to increase bank reserves still further 
but unless Congress grants authority, the reserve 
percentage of the New York City banks could be 
raised only to 25% from 24% after the recent ad- 
vance becomes fully effective on January 25. 

In order to partially offset this loss in income, 
some of the large banks in various reserve centers 
have begun to lift their interest rates on loans, and 
this promises to gain momentum. The National City 
Bank of New York, for example, has announced that 
its prime commercial rate has been advanced to 
216% from 244%, the short term rate to 134,.% from 
114%, and the call rate to brokers to 2% from 134%. 
Modest as these increases are, it can be readily en- 
visaged that when applied to the National City 
Bank’s $1.6 billion loan account, the benefit to oper- 
ating income would be quite substantial. Other large 
banks undoubtedly will follow this example. 

While increased income taxes are certain to cut 
into bank earnings in the current year, this factor 
should not be unduly burdensome. It also seems ap- 
parent that banks generally will not feel the impact 
of excess profits taxes very severely, or not nearly 
to the extent it will affect industrial concerns. This 
because bank earnings have remained unusually 
stable in recent years, and are very unlikely to gain 


at a rate that would render them vulnerable to EPT. 

Broadly viewed, in consequence, no significant de- 
cline in bank earnings is indicated for 1951, as even 
a slightly higher rate of earned income would par- 
tially offset heavier taxes of any kind. Because of 
intensified industrial activity and high employment, 
deposits may tend to increase, though restraint in 
expanding loans may restrict their full utilization. 
Signs are also growing that when the Government is 
forced to resort to deficit financing, as may happen 
later in 1951, some method may be devised to place 
less reliance on financing through the banking sys- 
tem than was the case during the last war. As for 
dividend potentials in the current year, payments 
throughout 1950 were conservative in relation to 
earnings, thus creating confidence in their stability 
during the present year. 

On the appended tabulation we present statistics 
relating to 17 large banks, mainly in New York but 
including a few outstanding institutions in other 
important cities. In studying these figures, it is in- 
teresting to note with what uniformity the book 
values of their shares have risen. This is by no means 
an unusual occurrence, but highlights the manner in 
which a gradual accumulation of retained earnings 
tends to increase earning assets from year to year. 

Another factor of special interest is that despite 
unusually conservative assets valuation and the in- 
clusion of a large proportion of riskless government 
securities, practically all bank shares are quoted 
below their book values, as has been the case for 
some years past. It seems clear that yields are now 
the predominant factor in determining bank share 
prices, although at times in prewar the quotations 
often exceeded book values. 

Among the leading New York City banks, Guar- 
anty Trust Company has long shown evidence of 
conservative and able management. Shareholders in 
this institution have received dividends regularly 
since 1892. The board of directors includes a number 
of outstanding industrialists and bankers of inter- 
national reputation. During 1950, deposits rose to 
approximately $2.5 billion on December 31 from 
$2.3 billion at the start of last year. Loans rose 
slightly faster, expanding (Please turn to page 473) 




















Statistical Data on Leading Bank Stocks 
Total % of Total Assets 
Book Value Deposits Assets U.S. Loans 

Per Share 12/31/50 12/31/49 12/31/50 Gov't and Net Per Share® Div. — Recent Div. 

12/31/50 12/31/49 ———($ millions) —— ($ millions) Securities Discounts 1950 1949 1950 Price Yield 

Bank of Amer., N. T. & S. A.4 $ 18.62 $ 14.94 $ 6,191 $ 5,775 $ 6,863 22.6% 47.4% $ 2.16 $ 2.17 $ 1.50 25% 58% 
|| Bank of Manhattan .................. .. 92.26 31.56 4,212 1,127 1,320 22.1 40.2 2.422 2.11° 1.40 28% 48 
Bankers Trust ............ sive, 55.72 1,642 1,431 1,837 22.4 42.1 2.60 2.61 2.00 46 4.3 
Central Hanover .......... poets ... 129.68 126.85 1,616 1,448 1,769 34.2 30.9 7.78 7.82 4.00 104 3.8 
Chase National ........ . 47.70 46.67 4,871 4,384 5,283 27.9 34.3 2.83 2.63 1.80 364 49 
Chemical Bank & Trust 46.72 45.45 1,552 1,449 1,714 25.2 35.6 3.07 2.96 1.80 4112 4.3 
Continental Illinois ... ... 101.74 97.71 2,378 2,348 2,591 45.9 19.7 8.02 7.80 400 92 4.3 
Corn Exchange, N. Y. ...... . 63.70 62.04 778 766 829 52.6 13.5 4.83 4.79 3.00 70% 4.2 
First National of Boston ..... : 46.26 44.97 1,432 1,376 1,602 27.8 38.8 4.23 3.92 2.25 46% 48 
First National of Chicago . 218.69 205.72 2,404 2,278 2,598 33.9 36.6 14.31 12.48 8.00 249 3.2 
First National of N. Y..... 1,420.67 1,417.43 580 599 798 38.9 21.5 83.24 81.56 80.00 1205 6.6 
Guaranty Trust ..... 374.39 370.57 2,503 2,299 2,940 27.3 41.7 17.81 17.67 14.00 289 4.8 
dewings THOSE ..55.-050.0.:.. . 2352 23.60 1,218 1,052 1,360 27.1 38.1 92 1.21 90 18% 48 
Manufacturers Trust* ..... .. 59.44 60.87 2,581 2,281 2,772 37.1 26.8 4.63" 4.292 2.40! 535 4.4 
National City of N. Y.3....... ... $6.78 53.30 5,244 4,781 5,673 31.8 29.3 3.702 3.462 2.00 45% 4.4 
New York Trust ................ 113.87, 111.20 718 627 797 36.3 32.8 7.172 6.542 450 91% 49 
Philadelphia National ........ 89.51 87.24 765 687 837 29.9 25.8 7.43- 5.00 9812 5.1 

*—Net indicated earnings. 
1_Plus stock dividend. 3—Including City Bank Farmers Trust Co. 
2_Net operating earnings. 4—Adijusted for capital changes. 
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Tips 

The tips are getting plentiful. 
You find people, who normally 
have no interest in the market, 
now talking about. In the sub- 
ways and commuter trains you 
see many more newspaper readers 
having a look at the stock tables. 
These manifestations develop 
only in the late and exciting phase 
of a market rise. When you see 
them the market is generally 
around, or approaching, a top of 
some importance, whether major 
or intermediate—probably the lat- 
ter in this instance. A good tip is: 
watch your step when the tips are 
circulating freely; and the “little 
people” you rub elbows with 
either ask you or tell you about 
the stock market. 


Percentage 


It generally takes months for a 
rising market to reach the boiling 
stage, as marked by violent fluc- 
tuation in day-to-day prices and 
heavy volume. That is the stage 
where speculation supersedes in- 
vestment in the dominant role, 
where there is less emphasis on 
values and where more people 
“play the market” more or less as 
they bet on a horse race. The per- 
centage is against you if you buy 
in a speculative spree, superim- 
posed on an already large, al- 
though more gradual, previous ad- 
vance; and that is particularly so, 
on the record, if you get over- 
enthusiastic about market per- 
formance in the first half of Janu- 
ary, when it has some aid from 


438 


seasonal factcrs. If the average 
results of past years mean any- 
thing, the odds are around 5 to 1 
against the market being impor- 
tantly higher in mid-February 
than at the best level of the first 
half of January. Be that as it 
may, it is a good bet that within 
some medium-term period — say 
one to three months—the average 
will be materially under the pres- 
ent level. Of course, individual 
stocks can go their separate 
ways; but if you are concerned 
with the general proposition of 
whether to expand total equity 
holdings, what’s the hurry? 


Gold Stocks 

Gold-mining stocks were given 
an upward whirl recently, from 
the lowest level seen in a long 
time. If there were any reasons 
for it, other than a hit-and-run 
speculative play, this column is 





might be. Gold stocks remain 
among the least attractive groups 
in an inflationary, semi-war econ- 
omy. To prosper, the companies 
need either lower production costs 
or a higher Treasury price for 
gold. As we have pointed out be- 
fore, neither is in prospect. Costs 
will tend to press upward, and 
higher taxes will be paid. Hence, 
earnings are subject to more or 
less of a squeeze. Those who buy 
gold stocks on rallies are very 
likely to get hung up. 


Railroads 


The Class I railroads probably 
had total 1950 earnings of more 
than $700 million, against $438 
million in 1949. The peak in 
World War II was close to $902 
million, and was seen in 1942. 
Traffic and gross revenue this 
year seem bound to exceed 1950 
levels by a material margin; and 























unable to imagine what they _ railroads, as a rule, have nothing 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1950 1949 
Armstrong Rubber Company Year Sept. 30 $6.34 $1.51 
Robbins Mills Inc. .... Be is: Year Nov. 30 7.03 4.47 
Denver & Rio Grande Western R. R. . 11 mos. Nov. 30 9.95 5.75 
Loews Ime ..........00...... te ... Year Aug. 31 1.53 1.31 
Chain Belt , scoaberctivessscseecs MQMIMGMERS TS 5.44 4.87 
Louisville & Nashville R. R... ee: 11 mos. Nov. 30 9.36 2.88 
Celotex Corp. ................. . Year Oct. 31 3.03 1.86 
Cornell-Dubilier Elec. Corp. Year Sept. 30 3.96 -86 
Northern Pacific Rwy. 11 months Nov. 30 5.32 1.89 
! Amer. Gas & Elec. Co. 12 months Nov. 30 4.81 4.28 
oo oe 
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to fear from the present EPT. 
Hence, there is a chance for a 
further gain in profits, but it 
would be rash to predict it as 
probable. The potentiality would 
seem to range from something 
like 20% larger 1951 earnings 
down to approximately unchanged 
earnings—depending on the fur- 
ther boost in the corporate surtax 
rate, on what is done to tighten 
EPT, on how much operating 
costs go up, and on how much 
rate relief, if any, the ICC will 
grant. 


Groups 


Stock groups which have re- 
cently shown above-average 
strength, continued up to this 
writing include: Coppers, farm 
equipment, electrical equipment, 
railroad equipment, department 
stores, shipbuilding, shipping, 
steel, textiles and tires. Each of 
these, if not classed as “war 
baby”, can be classed as war-fa- 
vored. Some other groups previ- 
ously in uncommon favor look a 
little “tired”, as this is written. 
They include aircraft, air lines, 
distillers, chemicals, machinery, 
oils and paper. This could be a 
consolidating pause for them or 
exhaustion. Time alone will reveal 
which, beyond possible debate. 
Auto stocks and finance-company 
stocks have persistently deterior- 
ated in relative position in a ris- 
ing market. Such action in the 
past usually had general, and ad- 
verse, prophetic significance; but 
is probably less reliable in our 
semi-war economy. 


Laggards 


Groups which are far behind 
the market, in relation to average 
prewar levels, are: utilities, tele- 
phone companies, metal contain- 
ers, finance companies, gold min- 
ing, tobaccos, some sections of 
building, and soft drinks. On the 
same comparison, some semi-de- 
pressed groups are: motion pic- 
tures, variety chains, confection- 
ery, glass containers, proprietary 
drugs, floor coverings, corn refin- 
ers, packaged fods, printing and 
publishing, and shoes. Among 
these the potentialities for further 
appreciation should be best in soft 
drinks. Among a number of the 
others can be found many good 
income-stocks, especially in utili- 
ties, tobaccos, drugs, foods, shoes 
and variety chains; but ‘those in- 
terested in appreciation should 
view laggard groups in general 
with considerable skepticism. 
Stocks do not lag over long peri- 
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ods ot time without reasons. At 
any rate, you ought to be pretty 
confident that the reason has been 
eliminated, or far _ over-dis- 
counted, before buying laggards 
for appreciation. 


Speculation 


The stocks which “go to town” 
in a war-orders economy are al- 
ways unpredictable and radically 
speculative. Like Raytheon, which 
was a market sensation of World 
War II, they are always stocks of 
fairly small, little known com- 
panies whose previous records, 
measured by earnings and divi- 
dends, would .not impress you. 
This column, with no possibility 
of being sure of it, selects Tung- 
Sol Lamp Works as a small com- 
pany which might possibly hit the 
jackpot in war work on the elec- 
tronics side. It has been in busi- 
ness a good many years, making 
automobile lamps and bulbs; and 
electronic tubes for radio, televi- 
sion and other uses. Prior to last 
year, the company’s results had 
been indifferent since 1929, in 
which year it earned $3.16 a 
share, paid $1.60 in dividends and 
the stock got to a high of 493%. 
Following a reconversion deficit 
of 28 cents a share in 1946, after 
peak wartime net of only 59 cents 
a share, net rose to 41 cents in a 
share in 1947, $1.37 in 1948, $2.27 
in 1949 and an estimated $8 to $9 
for 1950. Dividend payments in 
1950 totaled $2, against only 30 
cents in 1949. Of course, the radi- 
cal uptrend in postwar earnings 
reflected the television boom. 
Quite a bit will come out of the 
video boom, but the combination 
of defense-demand for electronic 
tubes, and civilian video-radio 
volume, should mean even further 
sales growth for Tung-Sol. The 
EPT vulnerability is high on an 
average-earnings basis. Even so, 
per-share earnings large in rela- 


tion to the stock’s present price 
of 1714 are possible, as there are 
only 322,284 common share out- 
standing. This highly speculative 
issue is listed on the New York 
Curb Exchange. 


Auto Parts 


Many of the automobile parts 
stocks have risen above _re-Korea 
‘highs, which were founded, of 
course, on peak earnings resulting 
from the civilian auto boom. In 
most cases, auto parts makers can 
shift to war work more readily 
than can auto manufacturers; 
and, oli a comparison with 1950, 
earnings in a semi-war or war 
economy may well shrink less, on 
an average, than those of the auto 
industry. But, with very rare ex- 
ceptions, parts stocks are not 
“war babies” or “defense-favor- 
ed” by any stretch of the imagina- 
tion. In any event, earnings will 
decline sharply from 1950 levels, 
however they might compare with 
those of General Motors, Chrys- 
ler, Studebaker, etc. Most of these 
stocks appear vulnerable. As an 
example picked at random, take 
Dana Corp., the old Spicer Manu- 
facturing Co. This is a better- 
than-average parts company. 
Making axles, transmissions, gear 
boxes, clutches, universal joints, 
shafts, frames and forgings, it is 
one of the better-situated units 
for war work. But note that the 
best earnings in World War II 
were only $1.27 a share, against 
record $5.01 for the fiscal year 
ended August 31. The stock rose 
recently to an all-time new high 
of 29, from 1950 low of 1314 and 
1949 low of 9. When you can buy 
General Motors at less than 6 
times 1950 earnings — although 
this column would not do it—Dana 
looks over-priced at nearly 6 times 
1950 net. For a semi-war or war 
economy, probably the best-situ- 

(Please turn to page 478) 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 
Oklahoma Natural Gas Co. 12 months Nov. 30 $2.90 $3.21 
Fort Pitt Brewing Co. Year Oct. 31 1.49 3.37 
Armour & Co. ............... ; 13 weeks Oct. 28 1.33 1.51 
Walker (H.) Gooderham & Worts Nov. 30 Quar. 2.62 2.99 
Sterchi Bros. Stores ........... Nov. 30 Quar. 49 73 
Chicago Rock Island & Pac. 11 months Nov. 30 7.98 8.69 
Wentworth Mfg. Ce. ...... Year Oct. 31 55 1.43 
Woodall Industries, Inc. Nov. 30 Quar. 1.10 1.12 
Eulcers StGO0 Ce. ..5 os. ccccicisscscecscccacsscecssece Year Oct. 28 6.04 6.07 
National Mallinson Fabrics 6 months Nov. 30 1.09 1.23 
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By E. K. A. 


So far, the shift to defense output hasn’t hurt much but it’s 
beginning to. Transitional unemployment is on the rise in 
areas where production cutbacks have already occurred, or 
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where materials shortages 
have slowed production, 
particularly in autos, elec- 
trical appliances and other 
consumer hard goods. Just 
how severe transition pangs 
will eventually become de- 
pends entirely on the Gov- 
ernment—on the speed-up in 
placement of arms orders. 
So far the process has been 
slow and there is every in- 
dication that it will continue 
so for some time, at least 
until the end of the first 
quarter. It is one reason why 
shifting gears will not be 
entirely smooth. 


But this is only the initial 
stage. Difficulties so far 
have been limited and 
spotty. Manpower shortages 
are mainly restricted to 
skilled categories, and this 
has led to some “pirating” 
of skilled labor and key per- 
sonnel, a practice that is 
now being discouraged. The 
aim is not only to avoid 
embarrassment of vital civ- 
ilian and military producers, 
but to prevent large scale 
manpower raids and whole- 
sale shifting of labor mark- 
ets similar to those that dis- 
rupted industrial production 
in the early days of World 
War Il. 


In semi-skilled and par- 
ticularly in unskilled cate- 
gories, our labor resources 
are far from exhausted. By 
drawing extensively on 
female workers, it is thought 
that the total labor force, 
if necessary, can be ex- 
panded by as much as five 
million. The time for that, of 


course, is not yet; but the latter part of the year may tell a 
different story. Even today however, the broad demand for 
labor should make transitional disemployment fairly low. 
Moreover, employers are reluctant to lay off, even temporarily, 
any skilled workers for fear they will never get them back 
once defense work really starts rolling. 

The high rate of employment at high wages, and the 
predominant belief that no one need have undue job worries, 
explains the flourishing state of trade. Despite high prices 
and huge personal debts, purchasing power shows few signs 
of receding. In fact, retailers report another big buying wave 
but, as they see it, it is not all “scare buying” in anticipation 
of higher prices and/or shortages. The surprisingly good con- 
sumer demand is also related to strong promotional efforts 
after the holidays, aided by absence of real “job fears” as 
already stated. Consumers feel that they can take advantage 
of the attractive prices offered through current sales. 

As a result of all this, department store sales in the nation 
rose fully 39% for the week ended January 6 compared 
with the corresponding period of a year ago, following an 
increase of 20% in the preceding week. This, however, is not 
quite as impressive as it looks. Business was poor a year ago 
during these periods, was in fact some 26% off from the 
comparative span in 1949. Weather also has something to do 
with it. Unseasonable a year ago, it helped retard sales. It’s 
been more seasonable this year and has favored business. 
But while business is unquestionably good now, some are 
wondering how it will be in May or June. We won't attempt 
to answer this question today. 


Fading Inventory Worries 


The outlook nevertheless is such that there is little worry 
over inventories which generally are high. In normal times, 
they would be regarded dangerously high, but not today. 
Today's inventories, it is felt, are almost riskless from a price 
standpoint, or as nearly so as inventories can be. Hence no 
one is worrying about getting overloaded. The fear is that 
in a matter of months, it will be difficult to keep them big 
enough to avoid loss of sales. Even those who were viewing 
their inventories with misgivings not so long ago now con- 
sider them better than cash. This goes particularly for hard 
goods, the scramble for which continues. Even in soft goods, 
the inclination is to replenish stocks in anticipation of big 
spring business. 

The strong demand at retail for all kinds of goods is being 
reflected in higher bookings by manufacturers. Many are 
swamped with orders and as a result, high production is 
virtually assured for the next six months except where raw 
materials cutbacks interfere. That of course is a crucial factor 
in the outlook. 
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The Business Analyst 


HIGHLIGHTS 





MONEY AND CREDIT—The sudden, yet not entirely unex- 
pected hiking of stock margin requirements from 50% to 75% 
was taken by the stock market in its stride, at least so far. 
The increase, effective January 17, applies to both, new pur- 
chases and short sales, but does not apply to standing accounts. 
For this reason, repercussions if any are likely to be felt in the 
future rather than immediately. Market reaction to-date demon- 
strates two things: 1) that a large part of current demand for 
equities is stemming from institutional investors; and 2) that a 
great deal of overall buying has been, and still is, made on a 
cash basis. Not only are outstanding brokers loans small when 
compared with previous periods such as 1929, but they dwindle 
into relative insignificance when compared with the amount 
of credit extended now in other fields such as real estate, in- 
stalment sales and on business loans to carry inventories. The 
assumption is that by upping margin requirements, the Federal 
Reserve Board merely demonstrated its desire to be consistent. 
There was no particularly pressing need for this action. Brokers 
loans as of January 10 were only $987 million, apart from 
$487 million used for carrying U. S. Government obligations. 
This is a piddling amount when compared with a total market 
value for outstanding stocks of some $94 billion. Back in 1929, 
brokers loans touched $8.5 billion based on stocks valued $97 
billion. The fact is that since imposition of other credit curbs, 
there has been criticism of the Board’s failure to tighten stock 
market margins. Proponents of higher margins had argued that 
if one group of the public is subject to credit regulations, all 
groups should face stiffer regulations. Seemingly in response 
to such pressure, the Board has now swung into line. As to 
business loans, their trend continues upward despite the recent 
increase in reserve requirements of banks. In the week ended 
January 10, such loans by Federal Reserve member banks rose 
by $65 million. Elsewhere the weekly statement revealed de- 
creases of $125 million in total net loans, of $248 million in 
Government securities holdings, of $122 million in reserve bal- 
ance and a drop of $822 million in demand deposits credited 
to domestic banks. Coinciding with the start of the new reserve 
requirements, the Federal Reserve Bank of New York stated 
that the average rate of short term business loans in the first 
half of December, when all loans were booming to a new 
high, war 2.45% in New York City banks, compared with 
2.24% in the preceding three months and 2.32% a year ago. 
The new level of 2.45% was the highest since 1939 when the 
Federal Reserve Bank began its compilations. 
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TRADE—Reflecting heavy retail buying by consumers, partly 
if not mainly of an anticipatory nature in expectation of higher 
prices and shortages later on, retail trade since the year-end 
has been spurting with department store sales on a nation- 
wide basis up 39% over last year for the week ended January 
6. This average included a 54% gain in the Boston area, 56% 
in Cleveland, 58% in St. Louis, and a rise of 41% each in 
Dallas and Philadelphia. Apart from a rush on hard goods, 
sales of soft goods were also excellent. Liquor sales were good 
and food volume continued at a high level despite price 
advances. 
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INDUSTRY—Industrial activity, despite cutbacks here and 
there, remains at a high level and little recession from the 
plateau recently established is anticipated during the forth- 
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coming transition period. Transitional disemployment so far 
remains relatively small. Manufacturers’ activity is spurred by 
mounting orders from wholesalers, responding in turn to in- 
tensified desire of retailers to replenish inventories prior to 
active spring business. War orders, while still relatively mod- 
erate, are steadily increasing as procurement plans crystallize. 
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COMMODITIES—Retail food prices reached a new high, ac- 
cording to December estimates by the Bureau of Labor Sta- 
tistics. The index for that month stood at 218.9% of the 1935- 
39 average, or one percent above the July 15, 1948, peak. 
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With a further gain in net new deposits of $37 million in 
December and the addition of year-end interest dividends, the 
savings banks of New York state showed an increase in SAV- 
INGS DEPOSITS for the year of $558 million. Deposits totalled 
$11.6 billion on December 31, the highest in history and 5% 
more than a year earlier. 
* * * 
The unusual action of the Texas Railroad Commission in step- 
ping up allowable OIL OUTPUT of the state in mid-January 
generally is interpreted as a step towards easing the tightness 
in the cruide oil supplies. Fear of controls over oil product sales 
(Please turn to the following page) 
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Essential Statistics 










































































































































































Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
seepeavesh EXPENDITURES—$b (e) Dec. 1.70 1.56 1.24 1.55 (Continued from page 461) 
Cumulative from mid-1940 Dec. 406.1 404.4 390.9 13.8 : 
has stimulated some additional buying re- 
FEDERAL GROSS DEBT—$b Jan. 20 256.0 256.2 256.9 55.2 cently by distributors who wanted to keep 
MONEY SUPPLY—$b their storage facilities filled. The market 
Demand Deposits—94 Centers Hen 51.2 51.6 48.0 26.1 will continue firm and tight; some refiners 
Currency in Circulati Jan. 10 37.4 277 27.3 10.7 in recent weeks experienced difficulties in 
BANK DEBITS—13-Week Avge. obtaining all ~ — oil eee 
New York City—$b Jan. 3 10.38 10.28 8.75 4.26 , , 
93 Other Centers—$b aot te 1397 15858 «(12.43 7.60 New orders received by mills for PAPER- 
tin ——— —~ | BOARD during the week ended January 13 
PERSONAL INCOMES—$b (ed2) Oct. 3 066ml Ot‘ totaled 262,530 tons compared with 319,- 
aenateretitiendin Oct. 156 154 136 66 609 tons the previous week, according to 
onctianasanit Oct. 46 45 40 23 the National Paperboard Association. Un- 
~nerdereaeaaane Oct. 19 21 20 10 filled orders advanced from 727,579 tons 
pclae Oct. 12 " 12 3 the preceding week to 746,287 tons. The 
SS ee Oct. 21 20 - | ratio of production to potential mill capac- 
POPULATION—m (e) (cb) Nov: 152.7 152.5 150.2 33.8 ity rose to 106% during the week compared 
Non-Institutional, Age 14 & Over | Nov. 111.2 111.1. 110.1 -—-101.8 | to. 91% the previous week. The rate for the 
Labor Force Nov. 65.4 65.4 64.3 57.5 | year to-date gained eight percentage points 
Military Nov. 1.94 1.73 1.44 1.89 | in rising to 99% of mill capacity. 
Civilian Nov. 63.5 63.7 62.9 55.6 * * * 
Unemployed Nov. 2.2 1.9 3.4 3.8 Production-throttling shortages continue 
Employed Nov. 613 61.8 59.5 51.8 | to crop up all over the business scene. 
In Agriculture Nov. 76 8.5 79 8.0 PAPER MILLS are striving to maintain high 
nae Mov. woe = oan 43.8 | output by turning more and more to waste 
at: ont nie. on a7 . 43.2 | paper, especially in the making of fiber 
Weekly Hours. Nov. 41.1 41.5 40.0 42.0 drums and other shipping containers. 
Man-Hours Weekly—b. Nov. 2.15 2.15 2.06 1.82 # a x 
EMPLOYEES, Non-Farm—m (Ib) Nov. 45.8 45.9 42.8 37.5 MANPOWER situation caused leading 
Government Nov. 6.0 6.0 5.8 4.8 | arms makers to adopt a policy aimed at 
Factory Nov. 13.0 13.1 11.3 11.7 | preventing job pirating that was a source 
Weekly Hours Nov. 41.1 41.3 39.1 40.4 | of disruption in early World War Il days. 
Hourly Wage (cents) Nov. 151.0 150.1 139.2, 77.3_|_ But official quarters opine that nothing short 
Weekly Wage ($) Nov. 62.06 61.99 54.43 21.33 | of strict manpower controls will be satisfac- 
PRICES—Wholesale (Ib2) Jan. 9 177.9 1768 1518 92.5 | tory in the case of all-out war production. 
Retail (cdlb) Nov. 1948 193.9 185.7 116.2 . * P 
COST OF LIVING (Ib3) Nov. 1756 1748 1686 100.2 |, DEBT MANAGEMENT in an era of ris- 
Food oie 209.5 2090 2008 113.1 ing Federal expenditures and controls got 
Clothing Nov. 195.0 193.4 186.3 113.8 | Passing mention from Treasury Secretary 
naiet i 125.4 1250 1220 107.8 | Snyder, who said he hopes to announce 
———_- -- — shortly a plan to deal with maturing savings 
RETAIL TRADE—$b bonds, and that he may not have to borrow 
Retail Store Sales (cd) seeded — — 472 | new money before July 1. Mr. Snyder was 
Durable Goods il _— = — 1.07 | non-commital on new taxes and the pro- 
Non-Durable Goods________| Nev. —_— on 3.65 | posed national sales tax. 
Dep’t Store Sales (mrb)__________ } Nov. 0.88 0.91 0.84 0.42 i as . 
Retail Sales Credit, End Mo. (rb2)__ | Nov. 11.55 11.58 9.33 5.46 A — Se eee ee ee 
MANUFACTURERS’ companies and labor unions which rushed 
New Orders—$b (cd) Tetal Oct. 24.6 23.6 td 14.6 | into contracts tied to the COST-OF-LIV- 
Durable Goods. Oe. nie — ” sod ING INDEX after the Korean war started 
Non-Durable Goods___ | Ort. 12.5 42.1 bape 75 | did so with little understanding of the index 
Shipments—$b (ed)—Total________ | Oct. viene sige — 8.3 | or changes made in it, according to an 
Durable Goods on. nap _ on 4.1 | official of the U. S. Department of Labor. 
Non-Durable Goods ~. nnn = nce 42 _ | The fear is that this precipitate action may 
BUSINESS INVENTORIES, End Mo. become a source of many labor disputes 
Tetal—$b (cd) Oct. 58.8 56.0 53.1 28.6 over the next few years. Possibly up to two 
Manutecurers’ Oct. 31.3 30.3 28.8 16.4 million workers at the year-end were either 
Wholesalers’ Oct. 10.2 9.8 9.2 4.1 covered by such contracts or about to sign 
Retailers’ Oct. 17.3 15.9 15.1 8.1 them. 
Dept. Store Stocks (mrb) Oct. 2.8 2.5 2.3 1.4 * * = 
BUSINESS ACTIVITY—1—pe Jan. 6 180.0 1798 1648 141.8 Pesos Pathe deste G tan se — 
(Mm. W. S.)—1—np Jan. 6 212.0 212.2 191.2 1465 ocu es 
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Latest Previous Pre- 
Wk.or Wk.or = Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

a sscesalailinadtad on 215 217 173 174 man of Chrysler Corporation, opined that 
Durable Goods Mfr.___ Nov. 162 «(166 —Ss«*14T 133 it will take the best part of this year to 
eaiaiiiciiliie Meat Mile hes 260 262 181 220 translate defense orders into the reality of 

an actual flow of armaments from industrial 

CARLOADINGS—t—Total Jan. 6 662 602 506 151 assembly lines. They heavy armament pro- 
Manufacturers & Miscellaneous_—__—| Jan. 6 331 305 269 833 gram, he stated, is still in the advanced 
Mdse. L. C. L Jan 6 66 62 62 379 blueprint stage. 

Grain Jan. 6 48 44 33 43 
* * * 

ELEC. POWER Output (Kw.H.) m Jan. 6 6,202 6479 5,595 3,267 

SOFT COAL, Prod. (st) m “5 pong 10.1 94 57 108 ELECTRIC POWER PRODUCTION for 
Deciiiion tess tan, % pana 10.1 507 57 446 the week ended January 13 rose to 6.98 
Stocks, End Mo ‘on: 70 64 97 61.8 million kilowatt-hours from 6.6 million in the 

preceding week, according to the Edison 

STSERUN~(iiits.) mn Electric Institute. This 15.8% increase was 
I I: acme | Hie 6.3 6.4 5.5 4.1 contraseasonal, reflecting well sustained in- 
Genin Rote Jan. 6 9 Ww Ww 86 dustrial activity in the country. 

Fuel Oil Stocks Jan. 6 42 Al 62 94 
Heating Oil Stocks Jan. 6 68 71 75 55 * * * 

ie hirer tig = 7 a = The Department of Agriculture allo 
es stat = = be cated an additional 653,000 bales of COT- 

STEEL INGOT PROS. (st) m Dec. 8.36 8.01 7.73 6.96 | TON FOR EXPORT during the eight-month 
Cumulative from Jon. 1______— | Dec. 96.7 88.3 77.7 747 | period ending March 31. Japan, Italy, 

ENGINEERING CONSTRUCTION Germany and France got the biggest 
AWARDS—$m (en) Sanetl 415 154 193 94 quotas. The allocation was made under a 
Cumulative from Jan. 1___ | Jan. 11 570 517 5,692 program designed to save ample supplies 

MISERALANBOUS | for this country in its defense emergency. 

| The latest action brought total export allo- 
Paperboard, New Orleans (st)t_____ | Jan. 6 208 139 170 165 cations for the eight-month period to 3,491,- 
Cigarettes, Domestic Sales—b - | Nov. 545 554 509 543 000 bales. Developments will determine 
Whiskey, Domestic Sales (tax gals)m— | Nov. 7 6 7 8 whethes any edtiined-ctttin eal 6s 
Hosiery Production (pairs)m________ | Nov. 179 178 163 150 "wate much—may a allel ceaae pe ey 
Footwear Production (pairs)m______| Oct. 44 44 40 35 helnce the 1951 crop is inneueatedl 
Motor Vehicles, Factory Sales—t_____ | Nov. 604 741 456 352 F 








b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. mpt—At mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for populatoin growth. pc—Per capita basis. 
rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment and charge accounts. st—Short tons. t—Thousands. *—1941; November, or week 
ended December 6. 
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a= 1950-51 Indexes ]_ (Nov. 14, 1936 Cl.—100) High Low Jan.6 Jan. 13 
Issues (1925 Close—100) High Low Jan.6 Jan. 13 100 HIGH PRICED STOCKS 110.37 85.27. 108.84 110.37D 
335 COMBINED Implements 185.4 134.7 182.0 185.4D 100 LOW PRICED STOCKS 233.04 151.88 226.49  233.04D 
4 Agricultural Inmplements 264.2 180.7 252.9 264.2D 5 Investment Trusts 86.1 66.5 86.1R 86.0 
10 Aircraft (‘27 Cl.—100) .... 317.2 170.8 308.9 317.2Z 3 Liquor (‘27 Cl.—100) 1169.6 797.3 1158.4 1162.9 
6 Air Lines (‘34 Cl._—100) .., 654.3 450.3 648.4 654.3D 11 Machinery . EF 140.6 195.5 195.9D 
PF MAUS ONOY os on cecsciteessss: ... 104.4 78.0 92.2 90.8 3 Mail Order 134.6 99.6 134.6D 133.3 
10 Automobile Accessories .......... 247.9 195.6 240.3 247.9D 3 Meat Packing . 109.1 85.9 109.1B 106.2 
De PAULO NONOS 5. ccscccssiteeceesec.s- . 42.7 28.5 42.0 42.7C 13 Metals, Miscellaneous . . 262.8 139.9 252.9 262.8D 
3 Baking ('26 Cl.—100).............. 23.3 19.0 7 21.4 4 Paper 344.3 213.4 344.3Z 342.6 
3 Business Machines ......... sessss, ORD 226.5 300.8 319.3D 29 Petroleum : 363.9 243.0 362.1 363.9Z 
2 Bus Lines (‘26 Cl.—100)...... 176.6 145.9 172.5 169.7 30 Public Utilities g 153.7 127.7 142.5 143.9 
6 Chemicals ......... Re no OOO 256.4 326.0 333.8T 9 Radio & TV (‘27 Cl.—100) 35.3 18.1 26.6 275 
3 Coal Mining ....... Scecsstess GN 11.3 17.0 16.8 8 Railroad Equipment 69.3 43.0 68.2 69.3C 
4 Communication ........0......0....... 68.2 41.9 63.2 68.2D 24. Railroads 40.8 22.3 39.3 40.8D 
DP GONGtUCHON gcc. i yeccssesccreevce CARN 51.3 60.2 61.3 3 Realty ....... 39.6 30.7 39.0 39.6 
POGOMUNONS. 3. ose cuSacas aes 388.1 282.1 376.5 388.1D 3 Shipbuilding 171.6 139.7 169.6 171.6D 
9 Copper & Brass. .........:..-:..<.. V4 80.3 135.1 143.5Z 3 Soft Drinks 391.6 295.9 343.6 372.9 
2 Dolty Produc ......::0c.00:6-00.50:. GAZ 68.1 83.4 84.2R 15 Steel & Iron 156.8 96.1 154.3 156.8T 
5 Department Stores ................ 78.4 56.6 75.9 78.4C D SUGGE occ... 74.0 48.7 74.0D 71.1 
6 Drugs & Toilet Articles.............. 214.7 170.2 214.7C 213.8 2 Sulphur .......... 444.0 301.6 434.4 444.0Z 
2 Finance Companies ................ 361.8 232.8 243.0 249.4 5 Textiles ......... 202.8 119.9 202.8Z 200.4 
FT ROON Brands: «.....6<5;:008:.02,5., TORO 162.0 185.9 189.0C 3 Tires & Rubber . Sr 32.0 51.1 51.3D 
DHOOM GIGIOS: 2 asc550-.5¢escxeoseeiticce 115.3 86.3 113.7 114.0 6 Tobacco ....... 88.2 77.3 83.9 83.4 
SIUC AU CULL CS ee ne ater 80.8 60.7 69.4 70.6 2 Variety Stores 352.3 303.3 308.7 314.3 
A Gold MINING) .:..-..-..:6..--6c056.000056 AOSD 509.7 613.8 643.9 20 Unclassified ('49 Cl.—100).... 120.3 93.2 119.2 120.3A 





New HIGH since: A—1949; B—1948; C—1947; R—1931; T—1929; Z—New all-time HIGH. 
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Trend of Commodities 





Wheat prices last week fluctuated considerably. An initial 
moderate uptrend was suddenly reversed by selling attributed 
to news that Russia would not vote against the U.N. cease-fire 
resolution on Korea. But this was followed by a strong rally on 
China's rejection of the cease-fire proposal. Sugar futures have 
been tending upward on shortcovering. Wool continued to ad- 
vance, and tin and lead also gained. Cotton tended to become 
irregular after earlier dip. Rubber remained strong. Foreign 
silver spurted to virtual parity with the U. S. price in the sharp- 
est rise in many years. The rise of more than ten cents an ounce 
in a single jump marked a startling change in the conservative 
price range for silver since 1948. The Bureau of Census re- 
ported that cotton consumption for the period from December 
3 to December 30 averaged 41,266 bales for each working 


day compared with an average of 34,944 bales for the corre- 
sponding period a year ago. The National Production Authority 
is expected to issue shortly orders controlling the use of tung- 
sten, tin and certain types of leather. The tin order is expected 
to limit the use of that metal in containers and other products 
by changing specifications for tin plate. The tungsten order will 
probably impose severe end-use restrictions by banning that 
metal entirely for non-essential purposes. The 1950 fiscal year 
report of the Commodity Exchange authority reiterates previous 
contentions that commodity futures margins are too low. Since 
the Korean outbreak, it is opined, speculation has markedly 
increased in war-sensitive commodities, much of it by traders 
not directly connected with the marketing or processing of 
actual commodities. Higher margins are hinted as a remedy. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo. 6Mo. 1 Yr. Dec. 6 
Jan.15 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities . 386.0 366.6 362.4 328.2 290.1 250.2 156.9 
11 Imported Commodities .... 425.2 394.6 389.5 355.6 294.5 259.6 157.3 
17 Domestic Commodities ...... 362.6 349.5 345.9 311.7 287.2 244.3 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1951 1950 1947 1945 1941 1939 1938 1937 


High 204.2 134.2 1640 95.8 587 783 658 93.8 
Low 205.0 204.7 1264 93.6 74.3 61.6 57.5 64.7 
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Date 2 Wk. 1 Mo. 3 Mo. 6Mo. 1 Yr. Dec. 6 
Jan.15 Ago Ago Ago Ago Ago 1941 
399.1 386.7 379.5 347.4 353.9 300.1 163.9 
401.1 384.3 377.1 350.0 362.1 309.0 169.2 
. 374.5 355.3 353.1 317.6 359.7 223.0 148.2 


7 Domestic Agriculiure 
12 Foodstuffs 
16 Raw Industrials ....... 


COMMODITY FUTURES INDEX 
oct, Nov. DEC. JAN. 
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Average 1924-26 equals 100 
1951 1950 1947 1945 1941 1939 1938 1937 


High 209.3 202.8 184.4 111.7 88.9 67.9 57.7 86.6 
Low 202.0 140.8 123.0 98.6 58.2 48.9 47.3 54.6 
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Some months past, it was reported that certain 
leading railroads were studying the possibility of 
selling some stations and adjacent property to out- 
side real estate operators. After construction of new 
buildings and parking lots, the carriers would release 
space in modernized quarters, at the same time swell- 
ing their treasuries with cash. First to complete such 
a transaction has been the Chicago and Northwestern 
Railway, which has sold its station and grounds at Oak 
Park, a prosperous Chicago suburb, to a Savings and 
Loan Association. At an estimated development cost 
of a million dollars, the buyer will erect a new block- 
long combined railroad station, office building and 
arcade of stores at track levels. The move represents 
one of the most unique transactions in railroad his- 
tory and may be the forerunner of similar under- 
takings on a countrywide scale. 


General Mills, Inc. next fall will enter a new seg- 
ment of the chemical industry, according to an an- 
nouncement by Leslie N. Perrin, president. The com- 
pany has started construction in Kankakee, Ills. of a 
plant to produce amines, amides and nitriles from 
animal and vegetable oils. Since 1948, General Mills 
has produced vegetable oil fatty acids, used in prod- 
ucts ranging from lipsticks to automobile tires. The 
amines, amides and nitriles are made from these fatty 
oils and amonia, and are in increasing demand by a 
number of industries, such as mining, rubber and 
textiles. General Mill’s new venture resulted from 
intensive research. 


In little more than a year, H. K. Porter Company, 
Pittsburgh, has succeeded in substantially diversify- 
ing its activities into rubber, steel and electrical 
equipment by the acquisition of Quaker Rubber Cor- 
poration, Connors Steel Company, and now Delta Star 
Electric Company. This latest addition to the Porter 
family manufactures a wide range of special equip- 
ment for high voltage installations. Since other divi- 
sions of H. K. Porter make oil field equipment, valves 
and air brake parts, as well as railroad and industrial 
springs, the company’s over-all markets have been 
greatly expanded, with expectation that annual sales 
will attain more stability and that earnings poten- 
tials may be enhanced. 


The Fruehauf Trailer Company has been awarded 
a contract by the Ordnance-Tank Automotive Center 
at Detroit to manufacture more than 35,000 all-pur- 
pose cargo trailers to be used by all branches of the 
Armed Forces. The Contract, which represents the 
first major trailer order since V-J Day to be placed 
by the Army, calls for cargo trailers of all-steel con- 
struction which would carry food, water, personnel 
and ammunition. The trailers can be attached to any 
power unit. Fruehauf reports that it fortunately has 
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ample productive capacity to handle this military 
order and to fill essential civilian requirements as 
well. 


After 1914 years of research and the expenditure 
of millions of dollars, Zenith Radio Corporation has 
finally launched its government authorized, limited 
test of Phonovision in Chicago. 300 selected families 
are having an opportunity to view on the home video 
screen three full length motion pictures at a home 
admission fee of $1 for each film ordered by tele- 
phone. The showings are timed so that all can be seen 
in a day if desired. The pictures selected for the test 
have grossed more than $12 million in the movie 
theaters since their original release, and others of 
equal caliber will follow in due course. 


United States Rubber Company has announced the 
purchase of the Buna-N synthetic rubber plant of 
Esso Standard Oil Company in Baton Rouge, Louisi- 
ana, as a major step in the expansion of its facilities 
for the manufacture of chemicals, plastics and syn- 
thetic rubbers. The purchase price was not disclosed. 
The Buna-N rubber output of this plant will carry the 
trade name “paracril’”’ now used by U. S. Rubber’s 
Naugatuck division which will operate the facility. 
The plant now has the capacity to produce 15 million 
pounds of Buna-N synthetic rubber and high styrene 
latex annually, and plans are forming to expand the 
facilities in order to double the present output. 


Under the terms of a preliminary contract of agree- 
ment, Servel, Ine. will build airplane wings for the 
Republic Aviation Corporation. The wings will be 
used on the Republic Thunderjet fighter planes. While 
Servel will start tooling up immediately, several 
months will be required to get production well under 
way. The company states that it has no plans to re- 
duce production of refrigerators, air conditioners, 
water heaters and electric refrigerating machines, 
except as government restrictions on critical mate- 
rials may require. In World War II, Servel produced 
10,709 pairs of wings for Republic Aviation and ac- 
cordingly has full experience. 


Texas Gas Transmission Corporation has an- 
nounced a $42.3 million pipe line expansion program 
designed to meet increasing war-time emergency 
needs in its own mid-western service area and in 
Appalchian markets. The new facilities would enable 
Texas Gas to increase its daily deliveries by over 200 
million cubic feet of gas a day and to raise the ca- 
pacity of its Texas-to-Ohio pipe line system to more 
than 900 million cubic feet daily. The company has 
sought authority from the FPC to construct 580 miles 
of large diameter pipe line and compressor stations in 
connection with the new project. 
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Officials of Gulf Oil Company, also, have asked 
Washington for permission to construct another big 
pipe line. Associated with Gulf are four other oil 
companies—Cities Service, Pure Oil and Standard of 
Ohio. Together this group plans to build a 440 mile 
line, with a 26 inch diameter, extending from the 
West Texas producing area to refineries on the Gulf 
Coast, and with connections to reach north bound 
crude oil lines serving the Ohio Valley and Great 
Lakes region. Estimated main line capacity will be 
300,000 barrels of oil per day. 


In what is believed to be one of the largest pur- 
chases of privately owned natural gas reserves, a 
group of Western industrial and investment bankers 
have organized a new corporation to purchase 95,000 
acres of proven gas fields in the Oklahoma panhandle 
and 20,000 adjeining acres in Kansas. William R. 
Staats and Co. of Los Angeles were the prime mov- 
ers in this deal. About $36 million was paid for the 
gas reserves, and construction of a natural gasoline 
stripping plant and development costs will involve 
an additional approximate $10 million. The new com- 
pany is known as the Hugoton Plains Gas and Oil 
Company, which placed $20 million of 15 year 4% 
first mortgage notes with the Metropolitan Life In- 
surance Company and another large insurance insti- 
tution. All gas production is being sold to the North- 
ern Natural Gas Company of Omaha, Neb. 


Inland Steel Company has placed in operation a 
new coal preparation plant in Price, Kentucky, that 
should reduce the cost and increase the production of 
pig iron without the erection of new steel making 
facilities. By removing some ash content from In- 
land’s metallurgical coal, the company’s cost of pro- 
ducing pig iron is expected to drop more than a dollar 
a ton. A lower percentage of ash will reduce slag 
volume, and this in turn will save 4% in coke con- 
sumption and increase pig production by 4%. The 
new plant has been called “the most completely engi- 
neered in the country”. Slate, rock, fire clay and other 
impurities are mechanically removed, and an elabo- 
rate system of paddle mills and conveyor systems de- 
signed by Link Belt Company permit automatic mix- 
ing of sizes for delivery direct to railroad cars. 


Plans to expand its research facilities in the field of 
animal medicine and nutrition have been announced 
by E. I. du Pont de Nemours and Company. Four 
modern buildings are to be erected on a 291 acre farm 
at Oakland, Delaware, and to complete them will re- 
quire about a year. These new facilities, to cost about 
$2.7 million, have been named the “Stine Laboratory” 
in honor of Dr. Charles M. A. Stine, a director of du 
Pont and head of the chemical division from 1924 to 
1930. As a vice president from 1930 until his retire- 
ment in 1946, Dr. Stine actively sponsored du Pont’s 
research in the agricultural and veterinary fields. 


Much valuable time and money is being saved in 
the Defense Program by the utilization of Govern- 
ment plants held in a standby status during postwar. 
The latest of these to be reactivated will be the large 
magnesium facilities at Velasco, Texas. The Dow 
Chemical Company has received a letter of intent 
from the United States government for reopening 
this plant, and production should start in the early 
spring of 1951. The Velasco facilities produces mag- 
nesium from sea water, a process in which Dow 
Chemical has had outstanding experience and is the 
recognized leader in the field. 
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Westinghouse Electric Corporation has announced 
plans for construction of two new buildings at its 
huge East Pittsburgh Works which will increase by 
65% the firm’s capacity to produce giant electric 
generators needed to power the nation’s defense 
effort. Demolition work on some of George Westing- 
house’s original buildings erected as far back as 1896 
has already begun to make way for the new structure. 
Part of the plant probably will rank as one of the 
highest one-floor buildings in existence, with a roof 
93 feet above ground. Here will be produced mam- 
moth generators larger than any previously known, 
with a capacity ranging from 150,000 kilowatts. To 
facilitate the construction of these huge units, 200 
ton cranes can team up to lift weights as great as 
350 tons. 


Now that Reo Motors, Inc. have completed delivery 
of 4900 unique ‘Eager Beaver” 214 ton Army Ord- 
nance trucks, the company has received two addi- 
tional letter contracts, valued at more than $55 mil- 
lion, for more of these semi-amphibious vehicles plus 
parts. This brings to more than $100 million the total 
value of contracts awarded Reo for these interesting 
new trucks that can be driven while completely sub- 
merged in water. 


The largest single order for standard commercial 
microwave communications equipment has_ been 
awarded to Phileo Corporation by the Air Materiel 
Command of the U. S. Air Force. Several hundred 
microwave communication equipments and associa- 
ted apparatus which permit handling of up to 24 
audio channels by a single terminal are included in 
this order. This equipment will be installed as an im- 
portant part of the Armed Forces’ world-wide net- 
work of communications. Philco has pioneered since 
1941 in the manufacture and operation of microwave 
systems. Quite recently a number of important rail- 
roads and pipe line companies have installed Philco 
equipment with excellent results in effecting rapid 
communication by air to their remote or relatively 
near operations. 


A vast aircraft jet engine and turbo-prop test, 
development and production center will be established 
by General Electric Company at Lockland, Ohio to 
meet increased military needs for G-E engines. Space 
now occupied by General Electric Company in the 
large Lockland plant where Wright piston engines 
were made in World War II will be tripled through 
purchase, lease or new construction. The company 
in the past has not manufactured parts at Lockland, 
but has assembled complete engines from components 
supplied by more than 280 subcontractors throughout 
the United States. The improved facilities will aug- 
ment G-E’s own component manufacturing plants 
now operating at capacity at Lynn and Everett, Mass. 
By this multi-million expansion program, the produc- 
tion of jet engines will be greatly increased. 


Demand for plastic bags used for packing frozen 
meats, fish, poultry, and also smoked, cured and 
processed meats, has expanded so substantially that 
Almy Chemical Company has purchased a site in 
Cedar Rapids, Iowa, for the erection of a new fac- 
tory. Upon completion, this new facility will have an 
annual capacity for about 100 million ‘“Cry-O-Rap” 
plastic bags annually. Cedar Rapids was chosen as 
the site for the new plant because it is close to a 
number of important packers and offers excellent 
rail and transportation facilities. 
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Which Industries Offer Best 
Prospects for 1951? 





(Continued from page 438) 


margins will suffer and earnings 
will be restricted. Because of this 
prospect, farm machinery shares 
in the recent past have not per- 
formed too well marketwise and 
may continue to act unimpressive- 
ly pending clarification of what 
lies ahead. The industry doubtless 
will obtain military orders which 
in part at least could offset any 
drop in farm machinery produc- 
tion. But overall profits in 1951 are 
more likely to decline than ad- 
vance, additionally affected by 
higher taxes. Though this should 
not threaten regular dividend 
rates, less generous extras must be 
reckoned with. ' 


ELECTRICAL PRODUCTS — The elec- 
trical appliance industry faces an 
immediate cut of 20% to 30% in 
its output of civilian goods, com- 
pared with the record breaking 
production of 1950 and industry 
sales totalling some 53.7 million 
units. Shortages of steel, copper, 
aluminum and other metals are 
already forcing cutbacks, but mili- 
tary orders are rising and by the 
second half of this year should 
begin to offset the drop in civilian 
business. The latter by that time 
may be down from 30% to 40% 
from 1950 levels. 

On the other hand, civilian de- 
mand, too, is expected to decline, 
possibly by 25% to 30% in the case 
of major appliances and perhaps 
20% for electric housewares, re- 
flecting higher prices and con- 
sumer credit as well as the heavy 
advance buying which occurred 
during the latter half of 1950. This 
should modify somewhat the ac- 
tual shortages likely to be encoun- 
tered as production cutbacks make 
themselves felt. 

Indicative of the offsetting po- 
tential seen in military orders is a 
statement by Westinghouse Elec- 
tric that at the end of last year, 
more than 30% of the company’s 
unfilled orders were for direct de- 
fense needs, and more than one- 
third of all incoming business for 
1951 is expected to be for military 
products. Such business will carry 
narrower margins but should go 
far towards compensating for en- 
forced cutbacks in civilian output. 

Moreover, major electrical man- 
ufacturers have very substantial 
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backlogs for heavy electrical 
equipment which—being of an es- 
sential nature—will likely enjoy 
priority treatment. Few cancella- 
tions, if any, are therefore antici- 
pated in the heavy equipment sec- 
tor. Smaller companies, concen- 
trating primarily on consumer 
appliances ,will be more valuable 
to cutbacks than such giants as 
General Electric and Westing- 
house whose overall output is well 
diversified and whose war produc- 
tion potential is unusually high. 

In the television field, a sharp 
reversal of last year’s astounding 
growth trend is a foregone con- 
clusion but compensating military 
orders for electronic items will 
come even faster. TV set output 
eventually is likely to be cut at 
least 50% though the first quarter 
decline will be considerable less, 
probably not more than 30%. Yet 
it is currently estimated that the 
combined total of military and ci- 
vilian shipments in 1951 may well 
exceed last year’s volume. Earn- 
ings will hardly be matched, even 
before taxes, in view of profit lim- 
itations on military business. 

Pricing will be another problem. 
With civilian production drop- 
ping, overhead, labor and ma- 
terials costs will remain high. To 
meet the price problem and also to 
conserve materials so as to permit 
greatest possible unit production 
despite materials shortages, TV 
sets will be stripped of non-essen- 
tials. The same applies to radio 
receivers, also subject to substan- 
tion cutbacks. Generally, TV sets 
and radios will become scarcer, 
with prices higher and quality 
lower. Color TV is rapidly becom- 
ing an academic issue for the dura- 
tion of the emergency. New TV 
stations are highly unlikely, even 
if the FCC should lift the “freeze.” 


Cutbacks in Video 


In spite of cutbacks, output in 
terms of unit volume should never- 
theless remain fairly high, con- 
sidering the fact that the industry 
last year produced some seven 
million TV sets and fourteen mil- 
lion radios, and that at the peak 
of the 1950 rate of production, the 
industry was producing at the 
record-breaking rate of ten million 
TV sets and seventeen million 
radio sets. Cutbacks, in other 
words, will start from an ex- 
tremely high level and some indi- 
vidual producers—at least at this 
time—still hope to be able to 
achieve as much as 75% of last 
year’s production. Whether this is 


possible remains to be seen. The 
general thought is that cutbacks 
will eventually become pretty 
drastic. 

To summarize, it appears that 
industry production of electrical 
consumer goods will decline ma- 
terially, that output of heavy elec- 
trical equipment should remain at 
a fairly good level, that military 
business will increase, at least par- 
tially offsetting the drop in regular 
business of electrical goods manu- 
facturers. In radio and television, 
cutbacks will be sharper but mili- 
tary orders will pour in faster and, 
on a relative basis, probably be 
even more substantial. 

Lower profits in all fields are, 
however a virtual certainty if 
only because of higher taxes in- 
cluding EPT. The expected decline 
in unit volume and pricing prob- 
lems will make for narrower profit 
margins. Under EPT, exemptions 
of individual companies vary 
widely but most of them may be 
subject to relatively high levies. 
Television manufacturers, because 
of low base period earnings—main 
profit growth began not until late 
in 1949—would be extremely vul- 
nerable to EPT but the tax bill 
just enacted provides special re- 
lief provisions that should materi- 
ally moderate its impact. 


OFFICE EQUIPMENT —Sales of office 
equipment during 1951 should con- 
tinue at a high level. Scare buying, 
which sent volume soaring during 
the months immediately following 
the Korean outbreak, has pretty 
well run its course but demand is 
still ahead of last year and prom- 
ises to stay vigorous to meet ris- 
ing needs for new, modern equip- 
ment. Business machines are actu- 
ally the machine tools of the na- 
tion’s paper work “factories,” as 
one industry leader put it, and thus 
will be in greater demand than 
ever as the defense effort swings 
into gear. 

Metal shortages could put a 
crimp in production plans, but due 
to the essentiality of office ma- 
chines to industry and the Govern- 
ment, it would be logical to expect 
the control authorities to make 
materials available in adequate 
quantities to meet at least mini- 
mum civilian and military require- 
ments. Additionally, relatively 
little in the way of scarce materials 
enters the manufacturing process, 
in comparison with many other in- 
dustries. And since office equip- 
ment is also labor saving equip- 
ment, their manufacture involves 


467 











no net drain on available man- 
power. These factors, it is hoped, 
will assure the industry satisfac- 
tory operating conditions in the 
months ahead. 

As during the last war, the in- 
dustry is also ready to play its 
part in the defense effort by han- 
dling munitions orders, and a war 
production program is already 
being worked out by some com- 
panies involving mainly output of 
precision instruments. The indus- 
try today is better equipped to 
handle such business than during 
World War II when conversion 
problems were rather difficult and 
costly. 


Favorable Sales Outlook 


With basic needs for office ma- 
chinery strengthened not only by 
the recent business boom but by 
the prospective armament boom as 
well, the sales outlook remains fa- 
vorable. Apart from potential war 
work, profit margins should be 
satisfactory, reflecting price in- 
creases and larger operations. Pre- 
tax earnings should come close to 
last year’s—which in turn were 
generally higher than those in 
1949—but net will be pared by 
higher taxes including EPT. As to 
the latter, most companies enjoy 
a fairly high exemption base, sug- 
gesting no sharp drop in net earn- 
ings and stability of dividends in 
most cases. 


MEAT PACKERS—The meat indus- 
try stands ready to provide an ade- 
quate supply of meat for all in 
1951, with an average of ten 
pounds more for every civilian 
than he had ten years ago, accord- 
ing to a statement by the Ameri- 
can Meat Institute. It thinks that 
it can maintain the vital meat 
supply indefinitely, provided pro- 
duction on farms and ranches is 
not discouraged by controls or ra- 
tioning. The supply of livestock is 
large and meat supplies this year 
promise to be greater than last. 
That should mean that meat 
packers will have little to complain 
about as far as sales volume is 
concerned. Actually, industry 
spokesmen expect meat production 
this year to be 5% larger than last 
year when it was 20% higher than 
for the years 1939-41. This, how- 
ever, barring control action by the 
Government. Price controls, it is 
felt, would inevitably disrupt and 
discourage livestock production, 
and it would of course also have a 
bearing on profit margins. More- 
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over, it would mean a return to 
black markets, severe loss of valu- 
able by-products and the disap- 
pearance of meat from normal 
trade channels. 

Since price controls for meat, 
and even rationing, is actively 
talked about in control quarters, 
this creates imponderables which 
make earnings for the meat-pack- 
ers in the forthcoming fiscal year 
(ending October 31) rather diffi- 
cult to predict. Left alone, the in- 
dustry might well have a banner 
year, for demand for meat is un- 
usually high and so is consumer 
purchasing power. 

But even with controls imposed, 
meat production should hold at 
fairly high levels; profit margins 
are more difficult to anticipate. 
Moreover, relatively small changes 
have a disproportionate effect on 
operating results. It is therefore a 
most important, and most unpre- 
dictable, factor in the outlook. 

In fiscal 1950, the spread be- 
tween animal costs and meat sell- 
ing prices was considerably better 
than in the preceding year. While 
rapid changes are possible in this 
field, present indications should 
point to maintenance of satisfac- 
tory spreads at least over the 
nearer term. Heavier taxes and 
varying inventory policies will, ad- 
ditionally, have an important 
bearing on the profit outlook. 





Balance Sheet of Market 
Factors 





(Continued from page 431) 


portant news shock, none of the 
arguments advanced by the bulls 
could preclude a sizable interme- 
diate reaction. There is at least 
more speculation now than in 
quite a few years, or since a fairly 
late stage of the 1942-1946 bull 
market. Whether or not climactic, 
it must proportionately weaken 
the market’s technical position 
with each passing week. 


A Word on Reserve Policy 


We view the maintenance of 
reasonable reserve funds, as here- 
tofore advocated, as desirable for 
(1) “insurance” against contin- 
gencies, and (2) as the means of 
taking advantage of future buy- 
ing opportunities. Obviously, 
there are wide differences in the 
individual circumstances, needs, 
temperaments and objectives of 


the readers of this publication. 
Hence, nothing said about re- 
serves can possibly be other than 
a broad generality, subject to 
modified application by the reader 
in the management of his own 
portfolio problem. Some people 
may have larger reserves than we 
advocate. The income needs of 
others may require maintenance 
of more fully invested positions 
than we advise as a general rule. 
These and other variations do ex- 
ist, regardless of the over-all 
point of view of our market dis- 
cussions. The market discussion is 
general. The recommendations 
elsewhere in the Magazine of spe- 
cific securities are particularized 
and may be used advantageously 
for building up investment posi- 
tions to recommended or contem- 
plated levels, or for purposes such 
as switching. This explanation is 
made for clarification in response 
to inquiries from some readers. 
—Monday, January 22. 





Trend of Events 
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of North and Middle America (153 
pages of slick paper), Guide to the 
Classification of Fishing Gear in 
the Philippines (165 pages, pro- 
fusely illustrated), and Guide to 
Prospecting for Lode Gold. 

Yet Interior Secretary Oscar 
Chapman is the latest in a long 
line of officials to call on the 
American people to “discard their 
business-as-usual attitude” and 
tighten their belts. After you, Mr. 
Chapman! concludes the Chamber 
of Commerce bulletin. We agree 
that the Interior Department 
would be a good place to start the 
new economy program. 

Not that it stands alone, consid- 
ering the fact that the President’s 
statement that he will cut non- 
defense spending has touched off 
a mad scramble among Govern- 
ment departments to tie a defense 
tag to everything they do. This 
may be merely the instinct of bu- 
reaucratic self-survival operating 
as usual but we understand it is 
often assuming strange forms. 
Wasteful spending, popping up in 
a new dress, is no less unfair to the 
taxpayer. It should be cut out. 

We recognize the political diffi- 
culties implicit in any drastic par- 
ing of pork-barrel projects. But if 
there is to be abandonment of 
business as usual, why not drop 
“politics as usual’? 
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NEW JERSEY is ready to meet the demands for industrial production in this national 
emergency . .. and Public Service is ready with the dependable services it has to offer 
at the Crossroads of the East. 

Immediately after Pearl Harbor, the industries of New Jersey quickened their tempo 
to support our armed forces with vital production ... and they met the demands. Public 
Service furnished the essential electric, gas and transportation services that industry needed 
to do the job. 

The industrial team of New Jersey is working again in the present emergency. And 
Public Service as usual is ready to serve and grow 


PUBLIC A) SERVICE with a great state... at the Crossroads of the East. 
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investment Audit of 
U. S. Steel 





(Continued from page 450) 


tively satisfactory showing for the 
1950 period was low in compari- 
son with pre-war standards, 
however, being less than half of 
the average return on sales in 
peacetime years prior to 1941 
when the rate of operations was 
90 per cent or better. 

Finished steel shipments of the 
corporation for the year are esti- 
mated to have approached 23 mil- 
lion tons for a new high record 
and production is believed to have 
averaged somewhat higher for the 
full year than for the 97.5 per 
cent of capacity recorded in the 
first nine months. Shipments in 
the nine months came to 16.8 mil- 
lion tons, compared with 15.5 
million in the corresponding 
period of 1949. 

Although the first finished steel 
products are expected to begin 
rolling out of the new plant in 
six to twelve months after con- 
struction work begins, it is doubt- 


ume is obtained at Morrisville in 
1951. Nevertheless U. S. Steel ex- 
pects to expand production this 
year from other facilities which 
have been enlarged in recent 


months. Expenditures for addi-— 


tions to and replacements of fa- 
cilities totaled $38 million in the 
September quarter. 

First step in the post-Korean 
expansion was enlargement of fa- 
cilities in Carnegie-Illinois mills 
in Chicago and in Pittsburgh. As 
a result of these plans, capacity 
of that subsidiary is to be boosted 
about 1,660,000 tons, of which 
more than two-thirds is expected 
to be available before the end of 
1951 and the remainder early next 
year. Plans were made later for 
improvements in facilities in the 
South involving use of a mixture 
of imported and domestic iron 
ore. This project is expected to 
boost capacity of the Tennessee 
Iron and Railroad Company’s 
Birmingham mills by 500,000 tons 
a year. Other expansion and im- 
provement programs are under 
consideration and no doubt will 
receive consideration once the 
new Morrisville expansion gets 
under way. 
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which is expected to have an ini- 
tial annual capacity for producing 
289,000 tons of cold rolled sheets, 
235,000 tons of hot rolled sheets, 
281,000 tons of standard pipe, 
285,000 tons of bar products and 
170,000 tons of tin mill products, 
is scheduled to begin in another 
month or two as soon as posses- 
sion of the complete plant site is 
obtained. 


Setting the Pace 


In this way, “Big Steel’ has set 
the pace for its competitors in 
growing to meet the nation’s re- 
quirements. At the time of its 
formation half a century ago it 
had a rated capacity of 10.6 mil- 
lion tons of steel in ingots, or 
about 44 per cent of the country’s 
total capacity of 24.1 million tons. 
By the end of next year the com- 
pany’s capacity may be around 
36 million or more and the coun- 
try’s total is expected to approach 
110 million. Meantime, “Big 
Steel’s” ratio has fallen to less 
than one-third of the industry’s 
total. 

Although labor and_ pricing 
policies have receded into the 
background, a discussion of this 
sort scarcely would be: complete 
without mention of the ticklish 
question of wages and steel prices. 
Negotiations were completed a 
short time ago for a “healthy” in- 
crease in wage rates and shortly 
thereafter, U. S. Steel and other 
producers put into effect higher 
prices for products to compensate 
for increased labor costs. Man- 
agement has pointed out that 
since wages either directly or in- 
directly constitute the bulk of in- 
dustrial costs, it is obvious that 
higher wages “must inevitably re- 
sult in higher prices.” 


Further Price Increases? 


Whether or not, under the war- 
time economy now contemplated, 
further price increases would be 
countenanced in Washington as 
an offset to increased coal and 
freight charges is a question that 
only the future can answer. There 
is the hint in this situation of 
narrowing profit margins. Fortu- 
nately “Big Steel’ by reason of its 
progressiveness in modernization 
is in as favorable position as its 
chief competitors to meet the 
threat of restrictive regulations 
—which, as always, are more ef- 
fectively enforced in the case of 
large producers than among 
smaller concerns. 
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Rail Bonds and Preferreds 





(Continued from page 455) 


although in this respect much de- 
pends on the varying terms under 
which they were issued, and the 
standing of the different railroads. 

Reference to an accompanying 
list of railroad preferreds and 
pertinent statistical data will 
show that very few of the issues 
provide for cumulative dividends 
and some that do, are restricted 
in extent. Quite a number, though, 
are convertible into common 
stocks on varying terms, and thus 
carry a measure of speculative ap- 
peal over a long term. 

In a few cases where earnings 
now cover preferred dividends 
very amply, as with Union Pacific, 
the Atchison, Topeka & Santa Fe, 
Norfolk & Western and Chesa- 
peake & Ohio, fuhdamentals are 
so strong that the shares provide 
relatively low yields. In contrast, 
there are numerous _ instances 
where recent prices establish a 
yield ranging from around 5.5% 
to as high as 11.3%, the latter 
represented by Chicago & North 
Western, whose earnings last year 
were somewhat lean. 

For the most part, improved 
rail earnings characteristic of last 
year, plus the much brightened 
outlook, caused a sharp advance 
in the prices of the respective pre- 
ferred stocks from a highly de- 
pressed level prior to Korea. This 
advance in quotations applied with 
greatest force to the most specula- 
tive issues, especially those cur- 
rently paying no dividends or 
heavily in arrears. Practically all 
of the preferreds, though, shared 
in the general rise regardless of 
quality, and recently were selling 
close to their 1950-51 tops, some 
showing an impressive advance in 
quotations during the course of 
half a year. 

All said, it seems that both sec- 
ondary railroad bonds and rail 
preferreds may attain a new 
measure of investment and specu- 
lative attraction, now that the 
trancendent factor of heavy rail 
traffic is rapidly gaining in assur- 
ance and the vast improvement 
programs of the railroads are be- 
ginning to bear fruit. Addition- 
ally, delivery of a large fleet of 
new freight cars in the last half of 
1951 will help to enhance the earn- 
ings potentials of the carriers in 
the foreseeable future. 

It should also be remembered 
that during the last war, the rail- 
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roads were able to retire large 
amounts of funded debt, and con- 
ceivably may continue this pro- 
gram on a more limited scale in 
the next few years. For some time 
to come, though, the outlook for 
stable income from many secon- 
dary bonds is more assured than 
from railroad preferreds gener- 
ally, and for this reason the bonds 
at recent prices are still attractive. 





1951 Outlook for 
Bank Stocks 


(Continued from page 457) 


to $1.23 billion from $956 million. 
Although year-end holdings of 
Government obligations were re- 
duced by about $191 million, the 
remainder of $802.8 million still 
represents 27.3% of total assets, 
a very substantial portion though 
less than the 39.8% reported a 
year earlier. Cash and “due from 
banks” rose to $731.1 million from 
$586.9 million the year before. 

Net profits of Guaranty Trust 
Company for 1950 were equal to 
$17.81 per share compared with 
$17.67 in 1949, making the eighth 
consecutive year when as much as 
$17 per share was earned. As this 
bank has accumulated $274.3 mil- 
lion surplus and undivided profits, 
its capital funds in relation to de- 
posits are very ample and accord- 
ingly have encouraged the pay- 
ment of liberal dividends. For 
two years past, shareholders re- 
ceived quarterly dividends of $3 
per share plus a year-end extra 
of $2, or $14 in all. At a recent 
price of $289 per share, this stock 
provides a rather attractive in- 
come of 4.8%, considering strong 
safety factors and an excellent 
record, although the relatively 
high quotation might put the 
shares out of the reach of the 
average investor. 

Deposits, loans and total re- 
sources of the Chase National 
Bank on December 31, 1950, all 
exceeded corresponding figures of 
a year earlier. Deposits gained by 
$487 million for a total of $4.87 
billion, loans rose to $1.81 billion 
from $1.35 billion, and total re- 
sources grew to $5.8 billion from 
$4.77 billion. Chase National, like 
some of othe other banks, re- 
duced its holdings of Government 
securities last year, a total of 
$1.47 billion on December 31 com- 
paring with $1.81 billion the year 
before. 1950 net indicated earn- 
ings (including profits on secur- 
ities) were $20.9 million or $2.83 
per share as against $19.4 million 
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You get more for your money 
with New VEEDOL...because 
today’s VEEDOL goes far 
beyond mere ‘‘premium- 
type” motor oil performance 
to keep modern, power- 
ful motors cleaner, safer, 
smoother-running! 


First, that’s because New 
VEEDOL is made from 100% 
Bradford, Pennsylvania, 
crude — the finest and most 





expensive in all the world. 


Then New VEEDOL’s fa- 
mous ‘Film of Protection’’ 
is fortified with the latest 
development of petroleum 
science—effective new addi- 
tives that give better protec- 
tion against motor acids, 
rust and corrosion. 


Next time make sure you 
get VEEDOL — the oil that 
belongs in modern motors! 
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or $2.63 per share in 1949. 

Shareholders of Chase National 
Bank have received dividends 
without interruption since 1879. 
At a recent price of 3614, the cur- 
rent yield is 4.9% and it can be 
considered dependable. Payment 
of a 20 cents extra on December 
15 supplemented quarterly divi- 
dends of 40 cents per share, mak- 
ing a 1950 total of $1.80 per share 
compared with $1.60 in 1949. 

Aside from the $111 million 
capital of Chase National, a sur- 
plus of $189 million has been ac- 
cumulated, not to mention undi- 
vided profits of $53 million. As 
this bank operates on a worldwide 
scale, except behind the Iron Cur- 
tain, it is a major factor in inter- 
national transactions as well as 
in the domestic economy. In order 
to facilitate vast bookkeeping ac- 
tivities, the bank has installed 
numerous high-speed automatic 
devices that should aid in holding 
down operating costs in the cur- 
rent vear. 


Biggest in New York 
The National City Bank of New 


York, including City Bank Farm- 
ers Trust Company, continues to 


hold its lead in the metropolis as 
to size. A $460 million rise in de- 
posits during 1950 brought the 
total at the end of the year to 
$5.24 billion, while total resources 
rose to $5.67 billion. Even without 
the Trust Company, the shares of 
which are held in trust for the 
stockholders of National City 
Bank, the latter institution now 
has total resources of $5.52 bil- 
lion. During 1950, Government 
security holdings were reduced 
rather more moderately than in 
the case of some of the other large 
banks, a decline of $176 million in 
this account leaving a total of 
$1.72 billion at the end of the 
vear. During the last half of 1950, 
loans sharply expanded to a final 
level of $1.66 billion, about $282 
million higher than at the begin- 
ning of the year. 

A slight uptrend in interest 
rates, combined with increased 
volume of loans and profits de- 
rived from sales of securities, en- 
abled National City Bank and the 
City Bank Farmers Trust Com- 
pany together to earn $3.70 per 
share last year compared with 
$3.46 in 1949. On December 15, 
payment of a 20 cents extra divi- 
dend lifted the total for the year 


to $2 per share. Based on these 
distributions, the recent price of 
451% establishes a yield of 4.4%. 
National City Bank has an envi- 
able record of unbroken dividend 
payments extending back to 1813, 
a period almost matching the age 
of the Nation. The diversified op- 
erations, large reserves and en- 
couraging prospects of this bank 
lend much quality to its shares. 
Aggressive management has 
characterized the progress of the 
Manufacturers Trust Company 
for many years past. Through 
mergers and establishment of 
branch offices that number more 
than 90 in Greater New York, 
this bank now ranks third in the 
Metropolis as to deposits and fifth 
in the entire country. Depart- 
ments maintained provide prac- 
tically every form of service pos- 
sible for a banking institution. 
Merger of the Brooklyn Trust 
Company with Manufacturers 
Trust Company last year further 
stimulated a rise in deposits then 
already under way. On December 
31, 1950, deposits of $2.58 billion 
compared with $2.28 billion a 
year before. Conservative policies 
have led the management to keep 
a sizable portion of total resources 
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i we SOME, it’s just a hawser—the means 
of securing a ship to its wharf. But to 
many others it’s a symbolic link that helps 
bind together the Americas . . . that 
stretches from the great ports of the 
United States to the friendly nations of 
Middle America. 

Each year thousands of passengers. . . 
thousands of tons of cargo cross the sea 
between the Americas. From the Carib- 
bean countries come coffee, abaca, bananas. 





sugar . . . southbound go refrigerators, 
automobiles, cosmetics, electrical equip- 
ment... 





For more than half a century. the Great 
White Fleet has been an integral part of % 
this Inter-American commerce. Today, the 
gleaming white ships, the dependable ser- 
vice and the extensive facilities at tropical 
and domestic ports all combine to 
strengthen this tie that binds the Americas. 
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UNITED FRUIT COMPANY 
General Offices: 80 Federal St., Boston 10, Mass. 
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in Government securities, al- 
though the ratio has declined 
somewhat in 1950. Presently the 
percentage stands at 37.1% while 
the percentage of loans and dis- 
counts is 26.8%. 

In connection with the acquisi- 
tion of the Brooklyn Trust Com- 
pany, Manufacturers Trust ex- 
changed 82,000 shares of its own 
stock for each share of the other 
bank, in addition to a cash pay- 
ment of $183 per share. As a pre- 
liminary to the transaction. Man- 
ufacturers Trust distributed a 
stock dividend to its shareholders 
eaual to one share for each 12 
shares held. Net operating earn- 
ings in 1950, adjusted to this in- 
creased capitalization, were $4.63 
per share compared with $4.29 in 
1949. The quarterly dividend rate 
of 60 cents a share was left un- 
changed on the larger amount of 
shares outstanding. 


The Nation’s Biggest 


The nation’s largest bank, Bank 
of America, National Trust and 
Savings Association in California, 
continues to grow. For the first 
time in history, deposits of this 
institution exceeded $6 billion by 
the end of last year, a gain of 
$46 million pushing the total up 
to $6.19 billion. Through retained 
earnings of $18.2 million and the 
sale of new stock in the amount 
of $70.9 million, total resources 
reached a record high of $6.86 bil- 
lion. The operations of this giant 
bank differ from those of the New 
York City banks in that state laws 
permit it to own more than 500 
branches throughout California. 
While Bank of America serves 
many large industrial and com- 
mercial concerns, it is especially 
active in making small individual 
loans. Of 2.47 million total loans 
made during 1950, 2.21 million 
were of the small type mentioned, 
and they averaged $1,472 per 
loan. 

Bank of America reported a 
net profit of $51.8 million for 
1950, equal to $2.16 per share on 
its enlarged capitalization, al- 
though on the average number of 
shares outstanding last year, 
$2.33 was earned. Last spring the 
stock was split 2 for 1, and in the 
September quarter the dividend 
rate was raised to 40 cents a share 
from 35 cents. With what high re- 
gard the shares are held by pres- 
ent holders is shown by a substan- 
tial oversubscription of about 
$89.2 million new stock issued 
last year. At a recent price of 
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In some Armco plant or office a 
future president of Armco Steel Cor- 
poration is in the making. For it is 
Armco’s policy to promote from wzthin 
the organization. When better jobs 
open up, Armco men get them. Tore- 
men, superintendents, managers — all 
are men who came up through the 
ranks. Charles R. Hook, Chairman of 
Armco’s Board of Directors, went to 
work in the mill 49 years ago. W. W. 
Sebald, President of Armco, started as 
an office boy 4§ vears ago. 

Armco, like any other organization, 
is no stronger than its men. Encourag- 
ing sound leadership has long been a 
key factor in the company’s traiming 
and development programs. 
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For half a century Armco has been 
the leading producer of special-purpose 
steels. Steel is as good as the men 
who make it. Through the loyalty and 
skill of these workers, Armco has 
grown from a handful of men to a 
world-wide organization of more than 
30,000 people. 


Each of the many Armco extra- 
quality stecls has gained a reputation 
as the right steel for a particular job. 
Product diversification and aggressive 
marketing have won thousands of loyal 
customers; and an adequate financial 
structure enables Armco to take advan- 
tage of new opportunities. The Armco 
trademark stands for creative men, and 
for creative steelmaking. 


| ARMCO STEEL CORPORATION MCG 


Coast to Coast * The Armco International Corporation, World-Wide. 


Headquarters at Middletown, Ohio, with Plants and Sales Offices from W/ 
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25%, the stock yields 5.8%. 

Although bank shares are un- 
listed, as a medium to attain both 
safety and satisfactory, depend- 
able income, they offer a great 
deal, and active markets are main- 
tained for them on an over-the- 
counter basis. Payment of slightly 
higher dividends in 1950 was re- 
flected by a moderate uptrend in 
prices. In spite of this, the aver- 
age yield of the shares listed in 
our tabulation is 4.66% which 
compares with 4.6% a year ago. 

All in all, the asset growth 
characteristic of most banks in 


recent years is likely to continue 
in 1951 and net operating income 
should remain satisfactory. Divi- 
dend rates are conservative in 
many instances and where this is 
so, gradual increases are not im- 
possible. 

Marketwise, bank shares—apart 
from their merits which have at- 
tracted a good deal of investment 
buying—have also benefited from 
growing accumulation by trust 
accounts in replacement of bonds. 
This trend is likely to continue 
and should work in favor of bank 
stocks. 














Rising Trend of American 
Investing Abroad 
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ment of fiscal affairs, Ottawa has 
consistently shown more skill and 
more consideration for the tax- 
payer than Washington has 
shown. One reason for this may 
have been, of course, the fact that, 
sheltered by her powerful neigh- 
bour, Canada has kept down her 
spending on armaments and coun- 
ter-communist measures. The 
prospects are for an almost bal- 
anced budget even in the 1951-52 
fiscal year. Canadian corporate 
and individual income tax rates 
are now lower than in the United 
States. In general, the prospects 
for the Dominion have never been 
brighter or more favorable to the 
unprecedented expansion of her 
economy as well as to the sound- 
ness of the Canadian dollar. 


Like Canada, Mexico is also 
going through an unprecedented 
economic expansion that is bound 
to bring a better balance and 
greater stability to her economy. 
The exploitation of natural re- 
sources, particularly of petroleum 
and non-ferrous metals, is being 
expanded, while through the 
establishment of U. S. branch 
plants, Mexico can now produce 
refrigerators, synthetic textiles, 
aluminum products, industrial 
chemicals, fertilizers, and a long 
list of other products—some of 
them in quantities large enough 
for export. The ordinary budget 
(excluding capital investment) is 
balanced, income taxe rates are 
very low compared with those in 
the United States, and new indus- 
trial establishments are offered a 
five-year tax exemption. There are 
no restrictions on the movement 
of capital or the transfer of divi- 
dends, and in addition there is the 
chance that the peso, now some- 
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Plants and Equipment FREE! 


ear selling below net quick assets offer one of the most 
profitable fields of investment. They have a bargain aspect. 
Buyers of such stocks, in effect, obtain an interest in plant, 
equipment, trade name, and other valuable assets at no cost, at 
a time when cost of replacement is pushed sky-high by inflation. 


A special study on 28 stocks in this class is just being issued 
by UNITED Service. Attractive issues included are: 


An Issue at 26, yielding 8%, with net quick of $41 a 
share. A dividend-paying stock selling at 9, with net 
working capital of $12 a share. Also a stock at 20, 
net quick of $27, yielding 7.5%. 

Five stocks in this group are singled out by UNITED as especially 


attractive because of their proved earning power and favorable prospects, 
in addition to large working capital per share. 


Yours with One Months “TRIAL” 


As an introductory offer, we will send this Special Report and the $] 
Weekly UNITED Service for one full month to new readers for only 
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what undervalued, may be up- 
valued or at least “allowed to seek 
its own level” in respect to the 
dollar. 

A great deal of credit for mak- 
ing Mexico attractive to outside 
capital must go to President Ale- 
man whose administration has 
been efficient, forward-looking and 
genuinely concerned with the 
country’s basic problem: the ex- 
pansion and scientific improve- 
ment of agriculture. President 
Aleman has, as a rule, also shown 
a strong stand to demands of or- 
ganized labor. But President Ale- 
man’s term will expire in 1952 
and the big question is: Will his 
successor be as intelligent and 
foresighted ? 

There is another risk facing an 
investor in Mexico. Heavy invest- 
ments not only in new plants, but 
in new highways, railroads, irri- 
gation and hydro-electric rpojects 
are creating inflationary pressure 
and forcing prices upward even 
faster than in the United States. 
Since the  counter-inflationary 
measures are less effective than 
here, the current international po- 
sition of the Mexican peso, which 
is very strong now, is likely to 
weaken with time. One anti-infla- 
tion measure recently has been 
the “sterilization” of inflowing 
dollar balances. 


Uruguay—South America’s 
Switzerland 


Elsewhere in Latin America, 
the little Republic on the River 
Plate, Uruguay, is on the way to 
becoming the South American fi- 
nancial Switzerland. Progressive, 
democratic, well governed by 
Latin American standards, and 
right in between the two rapidly 
growing countries, Argentina and 
Brazil, littke Uruguay was des- 
tined to be a haven for refugee 
capital from Europe, the neigh- 
bouring South American Repub- 
lics and even the United States. 

As to the investment opportun- 
ities in Uruguay itself, they are 
relatively few. Meat packing and 
food processing are well estab- 
lished. The expansion of the 
woolen textile industry is a pos- 
sibility. It is reported that Argen- 
tina is making a bid for a share 
of the foreign investment money 
now in Montevideo. In the future, 
with an 8% dividend tax deducted 
at the source, it will be possible 
to conduct all share transactions 
in Argentina anonymously. Stock- 
holders are to be exempted from 


WALL STREET 


























up —< their assets _ income 
see so far as share capital is con- 
a ae , Here’s BABSON’S answer to a 
With cemmunism in eclipse, 
nak- most of the Central American Re- 
tside publics (Costa Rica perhaps ex- 
Ale- cepted) offer good prospects for | 
has investment in the processing of | 
rand local products (cotton, hard fibers, | 
the foodstuffs, etc.) or in marketing | 
1 eX- American products. Most of these | 
‘ove- Republics are in good financial | 
dent situation; tax rates are low, and | 
iown the dollar transfer is a minor | 
f or- problem. 
Ale- 
1952 Venezuela’s Ore and Oil 
| his 
and Opportunities also exist for in- \ \ HAT will more inflation and higher taxes do to the 
vestment in marketing American stocks you own? What should you buy for profit? What 
g an products and in the consumption should you sell to avoid loss? If you are puzzled about 
vest- industries in Venezuela, where the “What to do now?””—you will find valuable information and 
, but development of new iron ore fields help in our recent report ‘‘War and the Stock Market.” 
irri- will open up a huge area. Though This article, prepared originally for Babson clients, discusses 
jects the Venezuelans have at present investment problems in a period of war economy, and con- 
sure the highest purchasing power in tains definite investment suggestions which include: 
even Latin America (on the per capita ; ids 
ates. | basis), there are less than 4 mil- ap 5c ens imap ocala 
nary lion of them, and thus the internal i” iia 
than market continues to be relatively @ 35 STOCKS that will do well—War or Peace. 
| po- small. In Peru, the political and @ 5 COMPANIES whose plants are located in vulnerable-to- 
hich economic situation, due to drastic bombing areas—in which only a small part, if any, funds should 
y to but much needed measures taken | be invested. 
nfla- by the Odria Government, has at- | @ 5 COMPANIES whose stocks will be less desirable because of 
been tracted some expatriate local capi- | lower profit margins, less volume, taxes, etc. 
ving tal and some American capital for @ 12 CITIES in which UTILITY STOCKS should be avoided. 
investment in the development of 
varied natural resources. THIS VALUABLE REPORT NOW AVAILABLE TO INVESTING PUBLIC 
Bolivia and Chile are receiving 
; some direct-investment capital to Because of an unusual demand for this timely report, 
be employed in the expansion of we have had a reprint made. As long as the present supply 
tin and copper mining. Brazil, lasts we will furnish these to the public for the cost of prep- 
rica, which has the greatest natural re- aration and mailing, which is $1.00. 
‘iver sources in Latin America, and the 
y to economy of which is directly com- 4 ’ , ; 
n fi- plementary to that of the United BABSON $ Act Now-Mail $1 with this ad 
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by U.S. Government (Export-Import | REPORTS hae pe ae 
and Bank) money and a loan from | see pa Sl eget vig we will 
idly the International Bank. Private | Wellesley Hills 82, ee ee ee 
and American capital has been hesi- | meni ee ne ne er 
des- tant, waiting for the financial and | ee —— 
ugee economic measures of President- | 
ig h- elect Vargas who will assume of- | _ a 
pub- fice next month. Some European 
tes. private capital has gone to Brazil ; : : ; rae 
tun- to be invested in the processing lower than in this country, but the trial situations, and this is likely 
are of local products. continuation of restrictions on to expand as defense requirements 
and capital transfer must be taken enhance the needs to assure the 
:tab- South Africa into consideration, as well as the country of adequate raw materials 
the possibility of the growth of racial sources. 
pos- Outside the Western Hemis- friction and communism. On the other hand, while there 
gen- phere, the greatest investment op- In general, the opportunities has been some “flight” of capital 
hare portunities are awaiting Ameri- for investment outside of the abroad, such a movement is not 
onev can direct-investment capital in United States are great, but there likely to assume great proportions 
ture, Africa. South Africa, with its rich are also many more pitfalls than if only because of the risks and 
cted coal deposits and the growing at home. For this reason, Ameri-_ difficulties involved. Moreover, 
sible steel industry, based on local iron can investments abroad will con- there are enough investment op- 
ions ore, offers the best opportunities tinue mainly to be of the “direct” portunities right here at home 
-ock- for branch factories and merchan- __ type, that is fixed capital invest- with every promise of a better 
‘rom dising. Tax rates are relatively ments in raw materials or indus- “pay-off.” 
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a DIVIDEND NOTICES 
DEBENTURE: The regular quarterly 

dividend of $2.00 per share on the De- 
benture Stock will be paid Feb. 1, 1951, 
to stockholders of record Jan. 22, 1951. 
“A” COMMON and VOTING 
COMMON: A quarterly dividend of 
30 cents per share on the “A”? Common 
and Voting Common Stocks will be paid 
Feb. 15, 1951, to stockholders of record 
Jan. 22, 1951. 

A. B. Newhall, Treasurer 
Dewnioon Manufachuing So. 


Framingham, Mass. 
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GRAPHIC STOCKS 


aftords large, clear reproductions of 


964 CHARTS 


Complete with dividend records 


for the full year of 1950 
These give you the complete history of 


the New York Stock and Curb Exchanges, 
for twelve years to January 1, 1951. 
Shown are: 
e Monthly Highs and Lows 
@ Annual Earnings 
e Annual Dividends 
e Monthly Volume of Shares Traded 
e Latest Capitalizations 
The Most Comprehensive Book of Stock 
Charts Ever Published 
All three Dow-Jones Averages in one 
large chart, covering a period of 25 years, 
re included in the book, together with 
48 Group Averages printed on transparent 
paper, which may be detached and 


superimposed on individual charts within 
their respective classifications. 


Order Today for Prompt Delivery about 
January 10th 


SINGLE COPY (Spiral Bound).............$10.00 
Yearly (6 Revised Issues).................. 50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 
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ated companies in the accessory 
group are Bendix Aviation and 
Thompson Products. However, 
only in the most speculative situ- 
ations is there little or nothing to 
lose in the shift to war work, and 
something to gain. 


Continental 


Continental Motors, one of the 
larger independent makers of 
gasoline and diesel engines, is one 
of the companies which might 
well fare better in a semi-war or 
war economy than it normally 
does. Peak postwar sales of about 
$108 million annually have been 
less than half peak sales in World 
War II. Peak wartime profits 
amounted to $1.97 a share, against 
estimated $1.15 for the fiscal eyar 
ended last October 31, 55 cents in 
1949, $1.02 in 1948, and deficits in 
1947 and 1946. In recent years the 
company developed a light-weight 
heavy-duty air-cooled engine 
which might have important mili- 
tary possibilities. The stock is 
now around 10, against 1950 low 
of 5%, 1949 low of 514, but it got 
as high as 24 in the speculative 
blow-off of early 1946. 


Youngstown 


Youngstown Steel Door is a 
good-grade speculation in the rail 
equipment industry, offering a 
fairly liberal yield and substan- 
tial potentiality for appreciation 
under favorable general market 
conditions. The company is a well- 
established maker of freight car 
doors, door fixtures and _ steel 
freight car sides. In common with 
the industry, its outlook for 1951, 
and for the duration of a defense- 
dominated economy, is favorable. 
The EPT exemption appears sat- 
isfactory. Earnings last year 
probably were around $2.25 a 
share, against $1.05 in 1949 and 
postwar peak of $3.02 in 1948. 
Some further gain this year seems 
likely. Finances are strong; fairly 
liberal dividends have been paid 
every year since 1927; and effi- 
cient operation has permitted at 
least some profit under poor con- 
ditions. Thus, on sales of only a 
little over $2 million in the de- 
pression year 1938—less than a 
tenth of the recent rate of orders 
—the company stayed out of the 
red. Around 19, the stock is up 
very substantially from lows of 
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11% and 1014 in 1950 and 1949, 
respectively ; but highs have been 
markedly above 19 in a number 
of past years: thus, 31 in 1946, 
27% in 1945, 2814 in 1940, 34 in 
1939, 314 in 19388 and 4014 in 
1937. Although the range is wide 
over an extended period, the stock 
is not addicted to spectacular be- 
havior at any one time. Dividends 
in 1950 totalled $1.50, and might 
be higher in 1951. Previous peak 
payments were $1.75 in 1941 and 
$2 in 1937. On a $1.50 basis the 
current yield is about 7.9%. 





A Timely Evaluation of 
Low Priced Stocks 
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good chance that 1951 earnings 
wil not vary much from last year. 
In reflection of the encouraging 
outlook, a 10 cents extra at the 
end of last year supplemented 
quarterly dividends of 15 cents a 
share. Here again we have a situ- 
ation where a large number of 
common shares hold their price 
relatively low, and in most years 
it has been quite volatile. In 1946. 
an all time peak of 151, was 
established. 

Mack Trucks, Inc., seems to be 
pulling out successfully from a pe- 
riod of unusual handicaps. Heavy 
competition throughout 1949 and 
part of 1950 brought reduced sales 
and forced operations into the red. 
In the last half of 1950, introduc- 
tion of new models, advanced 
prices and the institution of nu- 
merous operating economies ef- 
fected by large scale plant mod- 
ernization began to bear fruit, 
and it looks as if 1951 may be one 
of the most prosperous years. 

During World War II, Mack 
Trucks’ volume reached record 
proportions, and despite heavy 
taxes, the company’s net earnings 
average $4.70 per share in the 
1942-44 period. Broad experience 
in manufacturing heavy trucks 
brought large orders for tank 
transmissions and the like. Orders 
for military axles and transmis- 
sions have now begun to flow in 
and should soon increase substan- 
tially as an offset to any decline in 
civilian business. The company 
has exceptionally strong finances 
that enabled it to establish an un- 
broken dividend record since 1922 
up to 1949 when payments lapsed. 
Distribution of 25 cents a share on 
January 15, 1951, reflected im- 
proved operating conditions. 
OF 
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Adjust Your Investment Program 


—To Take Advantage of New Investment Bargains 


UBSTANTIAL changes may be advisable in your security 
& holdings—your investment policy—as individual com- 
panies are affected by allocations, controls, increased 
taxes, military orders, price adjustments. Now is the time 
to turn to The Investment and Business Forecast for 
specific advice on your stocks—which to hold—which to 
discard—and for a sound investment program fitted to 
today’s conditions. 

1. When to Buy and When to Sell 

Our weekly market forecast . . . with chart of daily 
action ... projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 
Sound selection and timing key- 








given which you can apply to 
your independent holdings and 


to our recommendations. In- 
cluded with graphs 
are Dow Theory Interpreta- 


tions of Major and Intermedi- 
ate Trends: also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. 





2. Definite Advices on Intrin- 


ENROLL NOW ... For Our New 
Security Recommendations 


Join our Service today to be ready to take 
full advantage of our new selections of out- 
standing investment bargains under the war- 
economy outlook for 1951. It is important 
to participate in our investment campaigns 
from their start—since we time our new pur- 
chases carefully and individual stocks can 
score substantial percentage rises on the 
initial phase of their advance. 


note FORECAST SERVICE. 


4. Continuous Consultation 

You are welcome to consult us 
... by mail or by wire... on 
securities in which you are in- 


terested . . . as many as 12 at 
a time ... to place and main- 


tain your portfolio on a sound 
basis. We will advise you what 
to hold . . . switch .. . or close 
out. 


A Plus Service . . . These con- 
sultation privileges alone can be 

















sically Sound Issues 
All recommendations must meet our rigid evaluating 
factors in regard to: (a) Strategic position in a Mobilized 
Economy: (b) Financial Strength; (c) Proven Earning 
Power: (d) 6% to 7% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands 
of dollars to you in concentrating in potential leaders . 
in stable investment situations . . . in avoiding laggards 

. in keeping your position adjusted to the market’s 
outlook, as we build a strong military arm backed by 
organized industry. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially in coming decisive market 
phases. At this time, you also have the advantage of our 
Special Offer of Free Service to February 27. Mail the 
coupon below today. 








Mal Coupon ‘Sieininieiieas 


FREE SERVICE TO FEBRUARY 27, 1951 _ —— 








Joday ! 
Special Offer 


6 MONTHS’ $60 
SERVICE one year in U. S. and Canada. 
Special Delivery: (1 
MONTHS’ _] $8.00 one year. 
12 SERVICE $100 Name 
Complete service will start at Address 
once but date from February 27. City — 


Subscriptions to The Forecast 


are deductible for tax purposes. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [) $60 for 6 months’ subscription; [) $100 for a year’s subscription. 


(Service to start at once but date from February 27, 1951) 


Air Mail: ( $1.00 six months; [J $2.00 
$4.00 six 


Your subscription shal] not be assigned at 
any time without your consent. 


SPECIAL MAIL SERVICE ON BULLETINS 


CL] Telegraph me collect in anticipation of 
important market turning points...when 
to buy and when to sell...when to ex- 
pand or contract my position. 


months 


State 


List up to 12 of your securities for our 
initial analytical and advisory report. 


JANUARY 27, 1951 
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While the shares have risen to 
18% from their 1950 low of 115%, 
or 62%, it is possible their appre- 
ciation potentials have not been 
exhausted. 

Among the low priced stocks in 
the more speculative group, it is 
more difficult to determine specific 
merits in many cases because their 
near term potentials are as yet 
obscured, depending largely on the 
impact of Federal controls, the 
possible receipt of military busi- 
ness and other factors. One excep- 
tion to this rule might be Erie 
Railroad shares, recently selling at 
22% compared with last year’s 
low of 105%. A price gain of 105% 
in the course of a year might seem 
inordinate, but this road probably 
earned $3 per share in 1950 and 
some experts predict this may 
double in 1951. The current at- 
tractive yield of 7.6% in any 
event, should prove stable, and 
may pave the way for further ap- 
preciation in the price of the 
shares. 

In contrast, the rapid advance 
in some of the leather company 
stocks, such as Amalgamated 
Leather and American Hide & 
Leather, has been mainly induced 
by what may prove a transient 
spurt in prices and abnormal in- 
ventory accumulation by shoe 
manufactures. When Federal con- 
trols become effective, these spec- 
ulative stocks may lose much of 
their present relative popularity. 
In this regard, it is well for in- 
vestors to realize that while low 
priced stocks of all grades in times 
like the present have a habit of 
climbing quite spectacularly, they 
can descend equally rapidly from 
their peaks. This fact is clearly 
shown by our chart, in studying 
the downward trend of the low 
priced equities from their 1946 
highs. 





A Realistic Appraisal of 
Defense Program and 
Financing 
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non-essential spending ; the deficit, 
in fact, could readily be pared 
down to a figure where its cover- 
age by new taxes would not only be 
wholly feasible but not nearly as 
painful as it now threatens to be. 
Again, it is up to Congress to show 
the way and act resolutely. 

There are also those who argue 
that it is not necessary to impose 
new taxation for the entire indi- 
cated cash deficit to avoid infla- 
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tion. A tax bill that would raise 
about $8 billion would leave only 
$4 billion to be borrowed, an 
amount that should be readily ob- 
tainable from institutional and 
individual investors under avoid- 
ance of the commercial banking 
system. Were taxes to be raised to 
the full amount of the cash deficit, 
it might readily lead to the con- 
traction of the money supply. 
Complete pay-as-you-go is the 
soundest policy but hardly the 
most convenient. 

Current tax thinking allows for 
another $5 billion levied on indi- 
viduals, with the middle incomes 
expected to bear the heaviest bur- 
den. Corporations may be expected 
to pay another $2 billion by raising 
the regular corporate income tax 
rate to 55% and tightening the ex- 
cess profit tax just recently en- 
acted. And another billion or so 
may be raised through excise 
taxes. The total take would then 
be $8 billion additional and the 
alternative, in that event, either 
deficit financing or rigid economy 
in non-essential spending. The lat- 
ter of course is the only sensible 
thing to do. 

Little wonder that shocked law- 
makers plot a slowdown on new 
taxes to force economy. They are 
ruffled because of the billions re- 
quested for Fair Deal programs, 
because they consider the $1 bil- 
lion “saving”? claimed as mostly 
figure juggling. The feeling is that 
it’s no use trying to balance the 
budget if it is constantly and un- 
necessarily being unbalanced. 
Economy talk may of course falter 
when it comes to concrete deci- 
sions where to cut, but if action is 
only half as strong as talk, it will 
be of some help. The job of cutting 
may be tedious and painful, and 
quite likely acrimonious, but it 
must be done if the budget is fin- 
ally to emerge as the best one we 
can possibly frame. Anything less 
may mean instability and inse- 
curity. 

That Congress will vote addi- 
tional appropriations for our mili- 
tary build-up is certain. A major 
increase in taxes to meet the costs 
of the defense effort is a “must” 
requirement. So are extensive con- 
trols, including mandatory price 
and wage controls, to hold down 
inflation and facilitate the pre- 
paredness drive. All of which im- 
plies strain and sacrifice. 

What it boils down to is that 
once we have reached the state of 
mobilization towards which we 
are struggling, we will—with luck 





—level out and stay on that plateau 
with its multi-billion dollar de- 
fense budgets, its high prices and 
high taxes, its swollen demands 
for military service and its regi- 
mented economy. The realization 
that such a drastic overhaul of the 
concept of national mobilization is 
necessary, has grown up of course 
out of the nature of our conflict 
with world communism—with the 
old pattern of direct aggression 
discarded by the crafty men in the 
Kremlin in favor of indirect war- 
fare that might be carried on in- 
definitely. 

Hence the preferred middle-way 
as embodied in the Administration 
program. For, it is reasoned, if we 
allow ourselves to be stampeded 
into an all-out military and eco- 
nomic effort to counter communist 
aggression, we might either have 
to initiate World War III in order 
to force a conclusion, or find our- 
selves being bled into poverty, if 
not impotence, by supporting an 
all-out mobilization while waiting 
for the blow to fall. 

In its essence, then, the Truman 
program aims at achieving and 
maintaining a high level of readi- 
ness against whatever eventuality 
the future may bring, with the 
hope also that such a show of 
strength may be sufficient to deter 
aggression. The President’s ecc- 
nomic message gives what is on 
the whole an optimistic picture of 
our capacity both to reach and 
maintain this high level of mobili- 
zation. For today, in every sector 
of the economy, we are substan- 
tially stronger than we were a 
decade ago. 


As I See It 








(Continued from page 429) 
majority vote later for an Ameri- 
can resolution branding Red 
China as an aggressor. We must 
insist that the other countries now 
live up to their responsibility. 

As far as India is concerned, it 
would do no harm to make it clear 
to that country that she cannot at 
the same time expect large-scale 
economic help from us and keep 
on frustrating our policies. We 
might overlook Nehru’s strange 
attitude in the Kashmir dispute 
though even that will be difficult 
if one strives for world peace. But 
we cannot allow ourselves to be 
stymied in an area where our 
arms are directly involved. It’s a 
time for realism, and Nehru 
should be made to understand 
that. 
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PLANNING Your 
INVESTMENT FUTURE 


ou are probably well aware of the changing outlook for the different com- 

panies in which your capital is invested ... but what are you doing about it? 
If you merely worry about your securities without taking proper action you 
are following a policy which may prove very costly to you. 


How recently have you studied the financial statements of the companies in 
which your funds are committed? What significant clues to coming earnings did 
1950 reports reveal to you? Have you ascertained the effects of higher taxes, 

allocations, priorities, manpower, shortages, controls and reconversion to war 
production, new competition, on each concern where your funds are placed? 
Have you considered the influences that will stem from the President's new 
program as parts of it are discarded and others legislated into action? Action 
which will affect the status and potentials of every security you own! 


Perhaps your own experience confirms our conclusion that the average in- 
vestor has neither the time, facilities, nor training to gather and interpret the 
statistics, current information and news to be considered in the successful man- 
agement of his portfolio. 


If your investment capital is important to you, now is the time to plan a pro- 
gram for 1951—to set up safeguards for your principal; to assure a substantial 
income; to put your funds into issues which will share fully in new opportuni- 
ties and enjoy tax sheltered positions. 


As a first step in planning your investment future, we invite you to submit to 
us a list of your present holdings if they are worth $20,000 or more. 


Without obligation, we shall prepare a confidential, preliminary analysis of 
your portfolio, commenting frankly on its possibilities for capital growth, its 
income factor and its diversification. Your least favorable issues will be speci- 
fied with reasons for selling. Merely tell us your securities and objectives in as 
complete detail as you care to give. All information will be held strictly confi- 
dential. 


INVESTMENT MANAGEMENT SERVICE 


A division of Tur MAGAZINE OF WALL STREET. A background of forty-four years of service. 
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Demonstrating a few uses of the “Route-Van”—created by practical imagination at Chrysler Corporation 


How can you please trained seals—and trained salesmen? 


Not to mention sportsmen and laundry- 
men, milkmen and people in many other 
different businesses? You wouldn’t 
think one product of an auto factory 
would please them all — but it did! 


Our engineers were working on ways 
to improve merchandise delivery vans 
— the kind your milkman, cleaner and 
baker probably use. They discarded 
old ideas — put imagination to work to 
create a new kind of vehicle—and came 
up with the Dodge “Route-Van.” 


Then it happened! An animal trainer 
bought one for his seal. Fishermen 
used them for mobile cabins. There’s 
a traveling phonograph shop in one, a 
restaurant in another, and a “highway” 


PRACTICAL 


Airtemp Cooling, Heating, Refrigeration 


Chrysler Marine & Industrial Engines 


hardware store. And people in many 
kinds of businesses found this “room- 
size”’ van just right. 


It’s shorter, for easier parking and 
shorter turns — yet there’s so much 
more room inside. Its doors are wider, 
its floor “curb-high.” A new chassis, 
new steering, new springing, a new 
“split” rear axle .. . all these features 
make it fit many purposes. 


Businessmen find they can give you 
better service, at lower cost, when they 
use this new van. It’s another big ex- 
ample of the way we use practical, 
creative imagination at Chrysler Cor- 
poration to make trucks, and cars, 
better each year. You'll find many 


PLYMOUTH 


Dodge Job-Rated Trucks 


Oilite Powdered Metal Products 


other proofs of these better values 
when you see the great new Plymouth, 


Dodge, DeSoto and Chrysler. 
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BAKERY 


Driver-salesmen as well as owners like the new 
Dodge "'Route-Van."" Wider doors and lower floors 
make their work easier. They're smart-looking vans 
as they drive up to your door, too. 
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DODGE DESOTO CHRYSLER 


Mopar Parts & Accessories Cycleweld 








